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Woman and Freedom 


IN OUR SOCIETY 
By DOROTHY THOMPSON (MRS. SINCLAIR LEWIS), Author 
Delivered at the Ninth Annvcl Friendship Dinner, at the American Woman's Club, New York, November 18, 1935 


T is difficult for me to follow such an array of dis- 
tinguished women speakers and add anything to what 
has already been said of the opportunities open to 

women to protect a free press and to influence and mould 
public opinion. The very presence of those women at this 
table and the positions which they hold and the award which 
you have made to Mrs. Reid all testify to the fact that we 
in America still live in a world of relatively great opportuni- 
ties for women. 

Journalism in all its phases has the reputation of being 
a career singularly hostile to the entrance of women. And 
there really is hostility wherever newspaper men still think 
of themselves in terms of the romantic tradition, that is to 
say in terms of that play “The Front Page”, where journal- 
ism is associated with the words “hard boiled” and “tough 
guy”, with midnight poker and “quick ones—make it double” 
snatched at sundry bars. 

Actually this is largely a romance which newspaper men 
have woven for themselves, perhaps to compensate for long 
hours, considerable strain, low wages, and an insecurity to 
which they tenaciously cling because of their quixotic un- 
willingness to organize. The antipathy to women in this 
romantic hard-boiled world is part of the picture. 

But the picture itself is rapidly fading out. In a world 
as complicated and dynamic as the one we live in, where 
change is the rule, where social systems are being destroyed 
and rebuilt, the demands upon the journalist, or, if you pre- 
fer, the newspaper man, grow greater and greater. The 
expert is needed; the man or woman trained in history and 


economics, with the quick, vital, and vigorous mind. In 
respect of its demand for education, background and personal 
integrity, the profession of journalism will be forced, in my 
belief, constantly to improve, and if standards become more 
rigorous, the prejudice against women will continue to exist 
only insofar as women really fail to meet these standards. 

In the matter of women’s opportunities to mould and 
influence opinion, I keep wondering what sort of influence 
they wish to wield, what sort of an opinion they wish to help 
create. What, indeed, is the function of women in society, if 
they have any particular function? Robert Briffault, whose 
novel, “Europa,” many of you have read or are reading, 
wrote a most fascinating book, some years ago, called “The 
Mothers.” Mr. Briffault is a distinguished anthropologist, 
and in that book he advanced the daring thesis that women 
are the true founders of society, of civilization itself. He 
pointed out that amongst primitive tribes the role of a man 
is almost purely that of the begetter and of the protector 
of woman only during the carrying, bearing and early infancy 
of the child. The civilized community, he maintained, grew 
up because of woman’s opposition to being parted from her 
children as soon as they were old enough to fend for them- 
selves. Her desire to be with them, to care for them, and to 
rear them right through to maturity explains the modern 
state. 

Now, I’m not enough of an anthropologist to know 
whether Mr. Briffault’s theory is tenable or not. But I also 
remember reading many years ago a most brilliant essay by 
that great friend and champion of women, George Meredith. 
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‘The essay was called “On the Uses of the Cosmic Spirit.” 
In it Meredith reached something of the same conclusion, 
namely, that it is the women who set the tone of civilization 
and, indeed, determine whether or not a civilization exists. 

He described the cosmic spirit as the sense of measure- 
ment, as the oblique light cast upon the romanticism, the 
pomposities, the exaggerations, the lack of reality in a cul- 
ture; a silvery laughter, he called it, and he found that this 
exquisite common sense, this kindly realism, existed only in 
societies which had a large number of highly developed, free, 
and articulate women. 

So there are two great men, at least, who think that it 
the business of woman to make the society in which they 
live; that it is women, predominantly, who set the tone of 
that society, if they are free to do so; that in the long run, it 
is the standard set by women that win through in this world. 

Judged by this high estimate of the social function of 
women. I am afraid that I cannot be so proud of our success 
in this, the country, which has extended us such enlarged 
opportunities. For I am not altogether satisfied with the 
values or standards of our society. I find them too often 
trivial, tawdry, poor spirited, sentimental, weakly humani- 
tarian but not humane. And this worries me, it worries me 
to the point of obsession, because I see that other values are 
being bred amongst other peoples in this world, values which 
are harder, more ruthless, more heroic, and more brutal. 

Along the roads of Germany today you hear the clomp- 
clomp of the marching feet of millions of youths. Their 
faces are set and austere, they raise their arms in sharp salute. 
All of them, between eighteen and twenty-five will have 
spent a year in a work camp, whether they are rich or poor, 
educated or ignorant. They will have risen at dawn, eaten a 
meagre meal of thin coffee and black bread without butter, 
marched several miles to work on roads or swamps, at the 
most arduous and menial toil; broken their fast with soup 
and cabbage; drilled in the afternoon. In the evening they 
will have been preached to, night after night, and the theme 
of every sermon will have been the same: you do not exist 
for your own pleasure; you do not live for yourself; you live 
for Germany, for the future, for power. 

Go to Italy, and see the mass of black-shirted midgets, 
a martial scowl upon their little faces, erect, obedient, austere, 
and marching. And over them a radio booms: you do not 
live for yourself, but for the future. 

Go to Russia, and see Octobrists and Comsomol, chil- 
dren and youth, bare-headed, bare-limbed, in shorts, drilling 
in unison, making mass parachute jumps. Take them aside 
and talk with them. They will not speak of their careers; 
they do not think of themselves; they think of Russia, of the 
Communist commonwealth, of the future brotherhood. 

Go to Japan, and see a nation organized and mobilized 
under the same slogan: You do not live for yourselves, but 
for Japan! 

What will the next generation in America have to 
oppose to generations so born and so bred, brought up under 
a system of education which is definitely, thoroughly, and 
competently directed toward complete social control, not only 
over the intellects but over the emotions of every citizen? 
The ideal, you will say, of freedom, that is what we are 


talking about tonight. But what kind of freedom? What 
content will our word freedom have? 

Freedom has not been the word of our generation. We 
have talked instead of prosperity, of high standards of living, 
of recovery. We have talked of recovery, not of renaissance. 
In the name of freedom one business has gypped another, one 
man exploited another. In the name of freedom values have 
been debased and self-discipline and social discipline disor- 
ganized. In the name of freedom every sort of economic 
injustice has been practised. 


So deflated is the idea of freedom in the world that in 
our own country, many of our best youth—lI listened to 
some of them the other night—are already saying that they 
are willing to waive the whole idea of freedom for a few 
generations until the world is better organized. In this I 
cannot concur. One cannot, I fear, plough freedom under 
in the hope that decades from now generations will have 
never known it will revive it. Rather it devolves upon us 
to work out the synthesis between freedom and order, or be- 
tween freedom and responsibility. 


The ideal of education in some of the most vital states 
in the world today is education for social control according 
to a rigid pattern. And education is held to embrace not only 
the school and university, but the press, the radio, the stage 
and the moving picture. The ideal of education laid down 
by Washington in this country was absolutely opposite; the 
ideal of individual enlightenment, in the belief that an en- 
lightened people would make a civilized country. But unless 
enlightenment can be linked to responsibility and leadership, 
unless it functions voluntarily for the common good, this 
ideal will fail and with it one of the noblest hopes ever born 
on this planet. 


When, last summer, I made a survey of the relief situa- 
tion for a series of articles, I was depressed by many things 
which I saw. Not only did I find an appalling number of 
people willing to settle down docilely upon the acceptance of 
charity as a right. That was pretty bad. But I found 
amongst the privileged the most blind unwillingness to face 
the realities of the situation, a stubborn lack of imagination 
and lack of responsibility. For only he can ask for sacrifices 
from others who is willing to make sacrifices himself; only 
those people can make demands on others who have first of 
all made demands on themselves. 


The ideal of freedom is not of no discipline but of self- 
discipline. It is therefore, in essence, the most rigorous of 
ideals. But is it in practice. 


If other peoples are being taught to be hard and self- 
sacrificing for dictatorship, shall we not have to learn to be 
hard and self-sacrificing for liberty? One cannot meet the 
spirit of Nuremberg and of Aduwa with the spirit of the 
Country Club. We have got to have something as good as 
Gettysburg and Valley Forge. We cannot preach freedom 
unless freedom also means life, work and opportunities. The 
Education of a free man is not the education of a cog—‘Dr. 
Cog and Dr. Cog and Dr. Cog,” as Edna Millay wrote. But 
enough cogs can steamroller the free men of the world into 
oblivion unless they learn not only how to be free but how to 
be united, unselfish, and wise. 
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National Recovery 


By FRANKLIN D. ROOSEVELT, President of the United States 
Delivered at Atlanta, Georgia, November 29, 1935 


AM happy to be in Georgia. I am proud of Georgia. 

Hiappy because of this moving reception which my 

friends, the Senators and Representatives in the Con- 
gress from this State have tendered me, and which you, the 
good people of this State, have responded to with such warmth 
and hospitality. Happy because 1 meet again so many old 
friends and neighbors. Proud because I see signs on every 
hand that the overwhelming majority of the people of this 
State are keeping pace with the millions of others through- 
out the nation who believe in progress, are willing to work 
for progress and are going to get progress. Proud because I 
see clear signs of revival of material prosperity in country and 
in city, and especially because I sense a swelling prosperity 
of the spirit that spells a greater help and a deeper happiness 
for our fellowmen. 

Eleven years ago I came to live at Warm Springs for the 
first time. “That was a period of great so-called prosperity. 
But I would not go back to the conditions of 1924 and I 
do not believe that you people would want to go back either. 
Of that year and of the five years that followed, I have a 
clear recollection which you can verify for yourselves. 

In that orgy of “prosperity” a wild speculation was 
building speculative profits for the speculators and preparing 
the way for the public to be left “holding the bag.” In that 
orgy of “prosperity” banks, individually and by chains, were 
closing their doors at the expense of the depositors. In that 
orgy of “prosperity” the farmers of the South had become 
involuntary speculators themselves, never certain when they 
planted their cotton whether it would bring 25 cents or 15 
cents or In that orgy of “prosperity” the poorest 
vied with the richest in throwing their earnings and their 
savings into a caldron of land and stock speculation. In that 
orgy of “prosperity” slum conditions went unheeded, better 
education was forgotten, usurious interest charges mounted, 
child labor continued, starvation wages were too often the 
rule instead of the exception. Mammon ruled America. 

‘Those are the years to remember—those fool’s paradise 
years before the crash came. ‘Too much do we harp on the 
years that followed, when from 1929 to 1933 this nation 
slipped spirally downward, ever downward, to the inevitable 
point when the mechanics of civilization came to a dead ston 
on March 3, 1933. 

You and I need not rehearse the four years of disaster 
and gloom. We know the simple fact that at the end of 
those years America acted before it was too late, that we 
turned about and by a supreme, well-neigh unanimous na- 
tional effort, started on the upward path again. 

I have reason to remember the past two and a half 
vears that have gone by so quickly, reas». to remember the 
fine spirit of the average of American citizenship which made 
my task lighter. Memory is short but yours is not too short 
to recollect those great meetings of the representatives of the 
farmers, regionally and in Washington, in the Spring and 
Summer of 1933, when they agreed overwhelmingly that un- 
fair low prices for farm crops could never be raised to and 


5 cents. 


maintained at a reasonable level until and unless the Gov- 
ernment of the United States acted to help them to reduce 
the tremendous carry-overs and surpluses which threatened 
us and the whole world. 

You and I can well remember the overwhelming demand 
that the national government come to the rescue of the home 
owners and the farm owners of the nation who were losing 
the roofs over their heads through inflated valuation and 
exorbitant rates of interest. 

You and I still recollect the need for and the successful 
attainment of a banking policy which not only opened the 
closed banks but guaranteed the deposits of the depositors of 
the nation. 

You and I have not forgotten the enthusiastic support 
that succeeded, and still in part succeeds, in ending the labor 
of children in mills and factories, in’ seeking a fairer wage 
level for those on starvation pay and in giving to the workers 
hope for the right collectively to bargain with their em- 
ployers. 

You and I will not forget the long struggle to put an 
end to the indiscriminate distribution of “fly-by-night” se- 
curities, and to provide fair regulation of the Stock Exchanges 
and of the great interstate public utility companies of our 
country. 

You and I—yes, every individual and every family in 
the land—are being brought close to that supreme achieve- 
ment of the present Congress, the Social Security Law, which, 
in days to come, will provide the aged against distressing 
want, will set up a national system of insurance for the un- 
employed and will extend well-merited care to sick and 
crippled children. 

You and I are enlisted today in a great crusade in every 
part of the land to cooperate with nature and not to fight 
her, to stop destructive floods, to prevent dust storms and the 
washing away of our precious soils, to grow trees, to give 
thousands of farm families a chance to live, and to seek to 
provide more and better food for the city dwellers of the 
nation. 

In this connection it is, I think, of interest to point out 
that national surveys prove that the average of our citizen- 
ship lives today on what would be called by the medical 
fraternity a third-class diet. If the country lived on a sec- 
ond-class diet we would need to put many more acres than 
we use today back into the production of foodstuffs for do- 
mestic consumption. If the nation lived on a first-class diet 
we would have to put more acres than we have ever culti- 
vated into the production of an additional supply of things 
for Americans to eat. 

Why, speaking in broad terms in following up this 
particular illustration, are we living on a third-class diet? 
For the very simple reason that the masses of the American 
people have not got the purchasing power to eat more and 
better food. 

I mentioned a few weeks ago that farm income in the 
United States has risen since 1932 to a total of nearly three 
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billions. That is because wheat is selling at better than 90 
cents instead of 32 cents; corn at 50 cents instead of 12 cents; 
cotton at 12 cents instead of 414 cents, and other crops in 
proportion. 

I wonder what cotton would be selling at today if dur- 
ing these past three years we had continued to produce fifteen 
or sixteen or seventeen million bales each year, adding to our 
own surplus, adding to the world surplus, and driving the 
cotton farmers of the South into bankruptcy and starvation. 

The additional three billions of farm income has meant 
the rebirth of city business, the reopening of closed factories, 
the doubling of automobile production, the improvement of 
transportation and the giving of new employment to millions 
of people. 

The brings us squarely face to face with the fact of the 
continued unemployment of many million persons, of whom 
approximately three and a half million are employes in need 
of relief. When some of the people of a great and wealthy 
country are suffering from starvation an honest government 
has no choice. At first, realizing that we were not doing a 
perfect thing but that we were doing a necessary saving and 
humane thing, we appropriated money for direct relief. ‘That 
was necessary to ward off actual starvation. But as quickly 
as possible we turned to the job of providing actual work for 
those in need. 

I can realize that gentlemen in well-warmed and well- 
stocked clubs will discourse on the expenses of government 
and the suffering that they are going through because the 
government is spending money for work relief. I wish I 
could take some of these men out on the battle line of human 
necessity and show them the facts that we in the government 
are facing. 

If these more fortunate Americans will come with me 
1 will not only show them the necessity for the expenditures 
of this government but I will show them as well the definite 
and beneficial results we have attained with the dollars we 
have spent. Some of these gentlemen tell me that a dole would 
be more economical than work relief. That is true. But the 
men who tell me that have, unfortunately, too little contact 
with the true America to realize that in this business of re- 
lief we are dealing with properly self-respecting Americans 
to whom a mere dole outrages every instinct of individual 
independence. 

Most Americans want to give something for what they 
get. That something, in this case honest work, is the saving 
barrier between them and moral disintegration. We propose 
to build that barrier high. 

Last April I stated what I have held to consistently 
ever since—that it was the hope of the administration that by 
some time in November of this year we would substantially 
end the dole and offer in place of it employment to by far 
the greater part of the 3,500,000 employable persons we esti- 
mated to be on the relief rolls in the United States. 

Week after week since then some individuals and some 
groups, careless of the truth and regardless of scruple, have 
sought to make the American people believe that this program 
was a hopeless failure and that it could not possibly succeed. 

Today is the twenty-ninth day of November. It gives 
me a certain satisfaction to be able to inform you, and through 
vou the nation, that on Wednesday, two days ago, there were 
3,125,000 persons at work on various useful projects through- 
out the nation. The small remaining number have received 


orders to report to work on projects already under way or 
ready to be started. This result, I believe you will agree 
with me, constitutes a substantial and successful national 
achievement. 

Aside from the tremendous increase in morale through 
substituting work for a dole, there is the practical side of 
permanent material benefit. Within sight of us today stands 
a tribute to useful work under government supervision, the 
first slum clearance and low rent housing project. 

Here at the request of the citizens of Atlanta, we have 
cleaned out nine square blocks of antiquated, squalid dwell- 
ings, for years a detriment to this community. Today those 
hopeless old houses are gone and in their place we see the 
bright, cheerful buildings of the Techwood housing project. 
Within a very short time, people who never before could get 
a decent roof over their heads will live here in reasonable com- 
fort amid healthful, worth-while surroundings. Others will 
find similar homes in Atlanta’s second slum clearance, the 
University project; and still others will find similar oppor- 
tunity in nearly all of the older, overcrowded cities of the 
United States. 

I take it that it has been equally worth while to the na- 
tion to give jobs to the unemployed in the construction of a 
vast network of highways, including thousands of miles of 
farm-to-market roads; in repairing great numbers of schools 
and building hundreds of new ones in city and country, in 
helping cities to put in sewers and sewage disposal plants and 
water-works, in constructing cold storage warehouses and 
county recreational buildings, in creating aviation fields, in 
giving a million boys a chance to go to CCC camps and to 
work on forestry and on soil-erosion prevention, in controlling 
malaria, in pushing health projects, in putting white-collar 
workers into jobs of permanent usefulness to their communi- 
ties, and in giving youth an opportunity for better education. 

Into the ears of many of you has been dinned the cry 
that your government is pilling up an unconscionable and 
back-breaking debt. Let me tell you a simple story: 

In the Spring of 1933 many of the great bankers of the 
United States flocked to Washington. They were there to 
get help of their government in the saving of their banks from 
insolvency. To them I pointed out, in all fairness, the simple 
fact that the government woud be compelled to go heavily 
into debt for a few years to come in order to save bank and 
insurance companies and mortgage companies, and railroads, 
and to take care of millions of people who were on the verge 
of starvation. 

Every one of these gentlemen expressed to me the firm 
conviction that it was all well worth the price and that they 
heartily approved. 

In order to get their further judgment, however, I asked 
them what they thought the maximum national debt of the 
United States Government could rise to without serious dan- 
ger to the national credit. Their answers—remember this 
was in the Spring of 1933—were that the country could 
safely stand a national debt of between fifty-five and seventy 
billion dollars. 

I told them that a rise in the national debt to any such 
figure was, in my judgment, wholly unnecessary, and that 
even if they, the bankers, were willing I could not and would 
not go along with them. I told them then that only a mod- 
erate increase in the debt for the next few years seemed likely 


‘and justified. That objective holds good today; but remem- 
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ber that at that time many bankers and big business men 
would have been willing to put the country far deeper into 
debt than I shall ever let it go. 

If the bankers thought the country could stand a debt 
of fifty-five to seventy billion dollars in 1933, with values 
as they were then, | wonder what they would say the country 
could stand today, in the light of an enormous increase of 
values of property of all kinds all along the line since 1933. 

Your government says to you: “You cannot borrow 
your way out of debt; but you can invest your way into a 
sounder future.” 

As a matter of actual fact, of course, the gross national 
debt under the last administration rose from a little over 
seventeen billions to twenty-one billions. The day I came 
into office I found that the national Treasury contained only 
$158,000,000, or, at the rate of previously authorized ex- 
penditures, enough to last the Treasury less than a month. 

Since March 4, 1933, the national debt has risen from 
21 billions to 291% billions, but it must also be remembered 
that today, included in this figure is nearly 1% billions of 
working balance in the Treasury and nearly 4% billion dol- 
lars of recoverable assets which the government will get back 
over a period of years, and which will be used for the retire- 
ment of debt. 

As things stand today, and in the light of a definite and 
continuing economic improvement, we have passed the peak 
of appropriations. Revenues without the imposition of new 
taxes are increasing and we can look forward with assurance 
to a decreasing deficit. The credit of the government is today 
higher than that of any other great nation in the world, in 
spite of attacks on that credit made by those few individuals 
and organizations which seek to dictate to the administration 
and to the Congress how to run the national Treasury and 
how to let the needy starve. 
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In the Spring of 1933, if you and I had made a national 
balance sheet, we would have found that if we had added up 
the values of all of the property of every kind in the United 
States owned by American citizens, the total of these values, 
which we would call assets, would have been exceeded by the 
figure representing the total of all the debts owed by the 
people of the United States. In other words, at that time our 
national balance sheet, the wealth versus the debts of the 
American public, showed that we were in the red. 

Today, less than three years later, it is a fact that the 
total of all the debts in the United States is lower than it 
was then. Whereas on the other side of the picture, you 
and I know that the values of property of all kinds—farms, 
houses, automobiles, securities and every other kind of prop- 
erty—have increased so greatly since 1933 that today we 
are once more in the black. We were insolvent: today we 
are solvent. 

In this fact most of us find a deep satisfaction. But re- 
covery means something more than getting the country back 
into the black. You and I do not want just to go back to 
the past. We want to face the future in the belief that human 
beings can enjoy more of the good things of life, under better 
conditions, than human beings ever enjoyed in the past. 

American life has improved in these two years and a 
half, and if I have anything to do with it, it is going to im- 
prove more in the days to come. The word “progress” is a 
better word than “recovery,” for it means not only a sound 
business and a sound agriculture from the material point of 
view, but it means, with equal importance, a sound improve- 
ment in American life as a result of continuing and forceful 
effort on the part of our people and, through them, on the 
part of their government. 

I am certain that that is your purpose; and that is why 
I continue my confidence, my faith, in the people of America. 


A Fair Deal for the Farmer 


By FRANKLIN D. ROOSEVELT, President of the United States 
Delivered before the American Farm Bureau, Chicago Ill., December 10, 1935. 


HREE years ago in addressing the farmers of the 

nation, I reminded them that the economic life of 

the United States is a seamless web. This was a 
means of illustrating the great dependence of each economic 
unit in the nation upon every other unit. Farm prosperity 
cannot exist without city prosperity, and city prosperity can- 
not exist without farm prosperity. 

It is therefore especially appropriate for you, as rep- 
resentatives of the farmers of the nation, to meet here in this 
great metropolis of the Middle West—here in Chicago 
where the interests of agriculture are interwoven with the 
interests of other industries serving the nation’s needs. Here 
is a common meeting ground of agriculture, transportation, 
industry and labor. 

Only a few generations ago interdependence between 
agriculture and industry was not in any way as great as it 
is today; but now your welfare depends in part on what 
you in the country do and in large part on what people do 
in the cities as well. 


Your own experience of three and four years ago doubt- 
less brings all of this vividly to your minds. Your sufferings 
—those sufferings of rural America—were not because you 
were not producing, for your granaries and storehouses were 
bursting with the products of your labor, but because things 
in city and country had both got out of balance and pur- 
chasing power had declined to the point where people in the 
cities did not have the money to buy farm produce and people 
on the farms did not have the money to buy city products. 

Two things were at that time especially clear. First, 
that because of almost unbelievably. low prices for farm 
products the growers of these products could not meet their 
indebtedness, could not pay their taxes and could not meet 
the living expenses of their families. 

The other fact was that in most major crops a con- 
stantly accumulating surplus had reached such absurdly high 
levels that crop price levels could not possibly rise until 
something was done to cut down to a reasonable level the 
bulging surplus which overhung the market. 
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For these reasons the recovery program that this ad- 
ministration proposed and that Congress enacted was a 
many-sided one. The administration and the Congress that 
took office in March, 1933, recognized that the emergency 
they faced then came from many causes and endangered the 
life of many groups. 

Consequently, it put the power of government behind 
not only railroads and banks but the industrial workers of 
the nation, the farmers, the small home owners, the unem- 
ployed and the young people who suffered from utter lack 
of opportunity. 


It was a great emergency and it required swift action. 
Mistakes were inevitable because it was a new field. 

It was inevitable, too, that time had to elapse before 
results were fully felt. When the many cells of our eco- 
nomic life were dying for lack of the blood of purchasing 
power, it took time, after fear had begun to subside, for new, 
vital purchasing power to be diffused once more. 

But that life is coming back—buoyant, happy life—we 
need no evidence beyond what we see and hear around us. 


Justice and old-fashioned common sense demanded that 
in the building of purchasing power we had to start with 
agriculture. I knew enough of the problems of the men and 
women who were partners with the soil to realize the depth 
of their suffering and the extent of their need back there in 
1932 and early 1933. I knew the pangs of fear and mo- 
ments of rejoicing that come to the farmer as the harvest 
frowns or smiles, 


And I realize the almost equally crushing sense of fu- 
tility that comes to a farmer when, after months of toiling 
from morning to night, he reaps a bumper crop, only to 
see the price fall so low that it scarcely pays him to take 
this crop to market. 


One of the greatest curses of American life has been 
speculation. I do not refer to the obvious speculation in 
stocks and bonds and land booms. You and I know that it 
is not inherently a good thing for individuals in any nation 
to be able to make great fortunes by playing the market 
without the necessity of using much in the way either of toil 
or of brains; their tools are a little capital and a good deal 
of luck. 


The kind of speculation I am talking about is the in- 
voluntary speculation of the farmer when he puts his crops 
into the ground. How can it be healthy for a country to 
have the price of crops vary 300 and 500 and 700 per cent, 
all in less than a generation ? 

If you invest your savings or your capital in what you 
consider a wholly safe investment, which will conserve your 
principal so that you will still have that principal intact 
after ten years or twenty years or thirty years, you are nat- 
urally aghast if the value of that investment drops 50 per 
cent. Equally, when you make the investment you do not 
expect the principal suddenly to increase 50 per cent in value. 

And yet, we have shrugged our shoulders when we 
have seen cotton run up and down the scale between 414 
cents and 28 cents, wheat run down and up the scale between 
$1.50 and 30 cents—corn, hogs, cattle, potatoes, rye, peaches 
—all of them fluctuating from month to month and from 


year to year in mad gyrations, which, of necessity, have left 
the growers of them speculators against their will. 

The measures to which we turned to stop the decline 
and rout of American agriculture originated in the aspira- 
tions of the farmers themselves expressed through the several 
farm organizations. I turned to these organizations and 
took their counsel and sought to help them to get these pur- 
poses embodied in the law of the land. 

What you wanted and what you and I have endeavored 
to achieve was to put an end to the destructive forces that 
were threatening American agriculture. We sought to stop 
the rule of tooth and claw that threw farmers into bank- 
ruptcy or turned them virtually into serfs, forced them to 
let their buildings, fences and machinery deteriorate, made 
them rob their soil of its God-given fertility, deprived their 
sons and daughters of a decent opportunity on the farm. To 
those days, I trust, the organized power of the nation has 
put an end forever. 

I say “the organized power of the nation” advisedly, 
because you and I as Americans who still believe in our 
republican form of constitutional government know, as a 
simple fact, that forty-eight separate sovereign States, acting 
each one as a separate unit, never were able and never will 
be able to legislate or to administer individual laws ade- 
quately to balance the agricultural life of a nation so greatly 
dependent on nationally grown crops of many kinds. 

As a first step, organized agriculture pointed out that 
it was necessary to bring agriculture into a fair degree of 
equality with other parts of our economic life. For so long 
as agriculture remained a dead weight on economic life, 
sooner or later the entire structure would crash. We used 
for temporary guidance the idea of parity between farm 
prices and industrial prices. 

As you know, the figures that we used to determine the 
degree to which agricultural prices had fallen in relation to 
other prices were based upon the figures of 1909 to 1914. 
This was a fairly satisfactory way of measuring our efforts. 

Those five years preceding the beginning of the World 
War were years of fair prosperity in this country. They 
were the last years before the widespread disturbance caused 
by the World War took place in our economic life. And 
measured by the figures built upon this standard, the relative 
purchasing power of the farmer had fallen to less than 50 
per cent of normal in early 1933. 


I promised to do what I could to remedy this, and 
without burdening you with unnecessary figures let the 
record say that a relative purchasing power of below 50 per 
cent has now moved up today to better than 90 per cent. 

As I have pointed out before, this rise in farm prices 
has meant a very substantial imprdvement in the farm in- 
come of the United States. The best available figures show 
that it has increased nearly $3,000,000,000 in the past two 
and one-half years. 

This buying power has been felt in many lines of 
business, Outstanding among these is the farm equipment 
industry, in which employment jumped from 27 per cent of 
the average in October, 1932, to 116 per cent in October, 
1935. In the motor car industry, which has found some of 
its best markvts on farms and in small towns, over the same 
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three-year span employment has increased from 42 per cent 
to 105 per cent. These simple figures show how industrial 
employment in the cities has been benefited by the improve- 
ment in the farmers condition. 

Increasing payrolls in the farm equipment and auto- 
mobile industries in turn are stimulating other lines. Only 
a few days ago I noted an item in the papers which | thought 
very significant. It told of increased activity in the textile 
industry. One reason, said the newspaper account, was the 
demand for textiles in the manufacture of automobiles. 

There you have the complete chain. The cotton-grow- 
ing South, with more money to spend, buys new automobiles. 
The automobile makers buy more cotton goods from manu- 
facturers in the Northeast and these manufacturers in turn 
go into the market for more cotton. Goods are moving 
again, and as goods are moving, so is money moving once 
more, and as it flows, millions of farm and city families are 
getting a bigger share of the national income. 

I think it is safe to say that although prices for farm 
products show many increases over depression blows, the 
farm program instead of burdening consumers as a group 
has actually given them net benefits. 

There are individuals whose incomes have not risen in 
proportion to the rise in certain food prices, but at the same 
time the total net income of city dwellers is several billion 
dollars higher than in 1932, and I think you will agree with 
me that bargain prices for food in 1932 were little con- 
solation to people in cities with no income whatsoever. 

Though food prices in the cities are not on the average 
as high as they were, for example, in 1929, yet they are in 
many cases too high. It is difficult to explain why, in many 
cases, if the farmer gets an increase for his food crop over 
what he got three years ago, the consumer in the city has to 
pay two and three and four times the amount of that 
increase. 

Lifting prices on the farm up to the level where the 
farmer and his family can live is opposed chiefly by the few 
who profited heavily from the depression. It is they and 
their henchmen who are doing their best to foment city 
people against the farmers and the farm program. It is that 
type of political profiteer who seeks to discredit the vote in 
favor of a continued corn-hog program by comparing your 
desire for a fair price for the farmer to the appetite of hogs 
for corn. 


Yet I know that the great masses of city people are 
fair-minded. They, like yourselves, suffered deeply from 
the depression, and I believe with all my heart that millions 
of these city people, struggling back toward better days, re- 
sent the attempts of political advantage seekers and profiteers 
to heap ridicule upon the recovery efforts that all of us are 
making. 

Some of the same type of individuals and groups are 
also trying to stir up farmers against other phases of the 
broad recovery program. Dispensers of discord are saying 
that farmers have been victimized by the new reciprocal 
trade agreement with Canada, and are painting pictures of 
a great flood of imports of farm products rushing across the 
border. 

Just as I am confident that the great masses of city 








people are fair-minded, so I am sure that the great majority 
of American farmers will be fair in their judgment of the 
new trade agreement. 

If the calamity howlers should happen to be right, you 
have every assurance that Canada and the United States will 
join in correcting inequalities, but I do not believe for a 
single moment that the calamity howlers are right. 

Agriculture, far from being crucified by this agreement, 
as some have told you, actually gains from it. We export 
more agricultural products to Canada than we have im- 
ported from her. We shall.continue to do so for the very 
simple reason that the United States, with its larger area of 
agricultural land, its more varied climate and its vastly 
greater population, produces far more of most agricultural 
products, including animal products, vegetables and fruits, 
than does Canada. 

In the case of the few reductions that have been made, 
quota limitations are set on the amount that may be brought 
in at the lower rates. 

On the other side of the picture, we believe, and most 
unbiased men believe, that the general increase in our trade 
with Canada, including the exports of our factories, will so 
add to the purchasing power of hundreds of thousands of 
wage-earners that they will be able to spend far more than 
they do today for the products of our own farms, our own 
forests and our own fisheries. 


Greater trade is merely another word for more produc- 
tion and more employment. The proof of this particular 
pudding is in the eating; the best way to judge the new 
accord is to observe how it works out. Analyze and remem- 
ber the source and the motives of the objections. Remember, 
too, the old saying, “It all depends on whose baby has the 
measles.” 


But the success that has attended and is attending our 
efforts to stem the depression and set the tide running the 
other way cannot blind us to the necessity of looking ahead 
to the permanent measures which are necessary to a more 
stable, economic life. We are regaining a more fair balance 
among the groups that constitute the nation and we must 
look to the factors that will make that balance stable. 

The thing we all are seeking is justice in the common- 
sense interpretation of that word—the interpretation that 
means “do unto your neighbor as you would be done by.” 


That interpretation means justice against exploitatign 
on the part of those who do not care much for the lives, the 
happiness and the prosperity of their neighbors. 


The nation applauds the efforts of its agencies of gov- 
ernment to deal swiftly with kidnappers, gangsters and 
racketeers. That is justice. 


The nation applauds the efforts of its agencies of gov- 
ernment to save innocent victims from wildcat banking, from 
watered stocks, and from all other kinds of “confidence 
games.” That is justice. 

The nation applauds the efforts of government to obtain 
and to maintain fair rewards for labor, whether it be the 
labor of the farmer or the labor of the factory worker or 
the labor of the white-collar man. That is justice. 

The nation applauds efforts, through the agencies of 
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government, to give a greater social security to the aged 
and to the unemployed, to improve health, and to create 
better opportunities for our young people. That, too, is 
justice. 

In this quest for justice we have made progress. It is 
a lasting progress because the people of the nation have 
learned more about effective cooperation in the past two 
and a half years than in the previous twenty-five years. We 
understand more than ever before what that term “‘the seam- 
less web” means. 

We seek to balance agriculture and we have made great 
strides. But in balancing agriculture we know that it must 
be in balance not alone with itself, but with industry and 
business as well—that the producing public must give con- 
sideration to the consuming public. 

Year by year as we go on many details, many problems 


will need to be analyzed and solved. Agriculture and in- 
dustry and business are in overwhelming majorities cooperat- 
ing for a common justice as never before. 

In these present days we have seen and are seeing, not 
a rebirth of material prosperity alone; of greater significance 
to our national future is that spiritual reawakening, that 
deeper understanding that has come to our land. 

We who strive to dispel the bitterness and the littleness 
of the few who still think and talk in terms of the old and 
utter selfishness, we are working toward the destruction of 
sectionalism, of class antagonism and of malice. 

We who strive for cooperation among all parts of our 
great population in every part of the nation, we intend to 
win through to a better day. We strive for America, and 
if we shall succeed, as by God’s help we will, America will 
point the way toward a better world. 


Return to Representative Government 


WITH A REPLY TO REXFORD G. TUGWELL 
By L. J. DICKINSON, United States Senator from Iowa 
Delivered at the Annual Banquet of the Chamber of Commerce of the State of New York, November 21, 1935 


, \ HE subject indicated by your President is “Return 
to Representative Government.” Now, the use of 
that word “return” assumes that somewhere there 

has been a departure from that system of representation and 

balanced powers which has been America’s special contribu- 
tion to the science of government. ‘That such a departure 
has been made must be accepted as a political fact of the 
utmost gravity. The dangers inherent in this situation, and 
their possible consequences, have already been pointed out 
most eloquently by Mr. Parkinson. Everywhere men sense 
that the Constitution itself is in peril, and that America, as 

a result of the political heresies now current, faces a national 

crisis more critical than any since the Civil War. : 

With your indulgence, I should like to put the question 
before us in a somewhat different form. Important as is 
the preservation of all that is meant by the term “representa- 
tive government,” the issues which now confront the Amer- 
ican people have even deeper implications. They reach beyond 
the Constitution, and the legislative, judicial, and ad- 
ministrative machinery therein set up, to a still more funda- 
mental question. The problem is one we find recurring at 
periodic intervals throughout all history: how to define the 
proper sphere of government in relation to the activities and 
rights of the individual, and how to specify those functions 
toward society which government should undertake. 

Now when the question is put in this form we im- 
mediately find out that it is not related solely to America 
but is worldwide in its scope. What activities government 
shall undertake and what shall be left to private enterprise 
is the paramount problem in every country where Democracy 
has not already succumbed to dictatorship. While the ques- 
tion has become intensely political, yet its roots are primarily 
economic. It takes precedence over all other issues; its pro- 
jection into the arena of politics serves to prevent our eco- 
nomic machinery from functioning on its former smooth- 
running basis. The dominant factor in all approaches to 





solution is that, for the first time in the history of prolonged 
business depressions, those out of employment not only pos- 
sess great political power, but they are being constantly 
solicited to make use of it. 

We are finding out, furthermore, as a result of our 
experience during the past three years, that between an 
economy based upon free enterprise and motivated by volun- 
tary individual initiative and an economic order where 
various producing groups are subsidized from the public 
treasury, there exists an unbridgeable gulf. It is increasingly 
evident that these two systems, so diametrically opposite in 
their philosophy, cannot exist side by side. ‘The adaptability 
of our political institutions to a changed industrial order 
which bears little resemblance to the pre-war world is being 
tested out; but there is also being determined, both for the 
individual and the nation, those more vital economic rela- 
tionships that are to govern our future development. 

Now it is important, it seems to me, that we should 
not be misled into thinking that this conflict is merely a 
revival of the old issue of states’ rights versus an enlarged 
federal authority. That is only its most superficial aspect. 
Not even Alexander Hamilton conceived of centralized gov- 
ernment in the terms which are now envisioned for America. 
Those previous rights belonging to the individual, which we 
had thought permanently safeguarded after having been won 
through centuries of struggle, are again challenged by the 
resurrection of a political philosophy that was old when the 
Constitution was born. Those ideals to which our funda- 
mental law gives expression are questioned; and, if the 
American people have ceased to believe in them, my friends, 
it will avail little to preserve the hollow tenets of a creed 
from which public faith has been withdrawn. 

The proposition now advanced is to supercede the work- 
ings of economic law through the establishment of a vast 
federal bureaucracy which is to be placed in supreme control 
of the nation’s economic life. The belief is held out that a 
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synthetic national prosperity can be induced, not as in the 
past by those normal processes of releasing the creative 
energies of men, but by reconstructing all economic relation- 
ships and redistributing the national income to politically- 
favored groups. Poverty and want are to be banished, not 
by stimulating increased wealth production, but by taxing 
the thrifty and industrious and by reviving the “get rich 
quick” device invented by John Law in the 18th century. 
By converting the past savings of the people into government 
debt, and then using this debt as a basis for issuing currency, 
that incredible feat is to be accomplished known as “lifting 
oursélves by our bootstraps!” 

How far the nation has drifted away from representa- 
tive government may be seen upon examination of a few 
striking facts that emerge from the present scene. First is 
the fact that, in the elections next year, the American people 
are not being asked whether they favor the adoption of any 
such Utopian plans. They are expected merely to ratify 
what already is an accomplished fact! Those who advocate 
the new order boast that it is actually under way! Only 
now does the nation begin to see the real pattern of those 
“revised social and economic arrangements” and of that “per- 
manent readjustment of our ways of thinking” which Presi- 
dent Roosevelt, in his message to Congress two years ago, 
proclaimed as the New Deal objective. In the light of what 
has taken place, those vague phrases take on a new meaning! 

Next, if the nation is not yet conscious of where this 
program leads, it has only to turn to an address of the 
Under Secretary for Agriculture, Dr. Rexford G. Tugwell, 
delivered before a recent political gathering in Southern 
California. We should consider carefully this statement by 
one who, from his high position in the inner councils of the 
present Administration, proclaims publicly his desire to re- 
model America into a collectivist state. 


“The nation is witnessing,” declares Prof. Tugwell, 
“the death struggle of the industrial autocracy and the birth 
of democratic discipline. . . . These historic changes never 
are pleasant . . . we have, however, the duty of avoiding 
violence as the process goes on . . . while we are establishing 
a farmer-worker alliance in this country which will carry all 
before it . . . our best strategy is to surge forward with the 
workers and the farmers . . . committed to general achieve- 
ments . . . but reducing our independence upon half-way 
measures . . . and trusting to the genius of our leader for 
the disposition of our forces and the timing of our attacks.” 

Consider these phrases: “the duty of avoiding violence 
as the process goes on!” abandoning “half-way measures,” 
and “timing our attacks!” Ladies and gentlemen, is there 
not here put, in the plainest possible language, the real issue 
before America? Is there not here outlined, boldly and 
openly, an irivitation to create classes and then array them 
against each other; an undisguised project for seizing politi- 
cal power so that it may be exploited in the interest of 
Does not this approach the language of 
actual revolution aimed at the overthrow of American in- 
stitutions? When a high government official indulges in 
such talk, is it any wonder that believers in representative 
government are seriously alarmed, especially when they see 
these subversive attacks increasing in violence and venom? 

I am from a farm state. I believe I know better than 
Rexford Tugwell how the farmers of this country really 
think and feel. And I say to you now that these men and 
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women on the farms reject this proposed alliance which 
brazenly seeks to subvert the existing social order. They 
have been through privation and acute distress, but they can- 
not be brought to surrender their faith in our present in- 
stitutions through subsidy under what is advertised openly 
to be a class-operated, near-communistic scheme. ‘They may 
feel that they have been the victims of serious economic mal- 
adjustments, but they still believe that these problems can 
be worked out within the framework of the Constitution! 
And, despite all that you may hear from Mr. Tugwell and 
others to the contrary, they still believe that more can be 
accomplished for the future through their own self-reliance 
than by dependence upon government doles or the omni- 
science of commissars operating a so-called “planned econ- 
omy” in Washington! 

I should like to challenge Prof. Tugwell’s words upon 
still other grounds. In the interests of that representative 
government which he would supercede, I should like to 
know whether Prof. Tugwell speaks with merely that care- 
less effrontery of the “brain trust,” or with the approval of 
the President of the United States? There is no room in 
this country for those who would incite to class warfare, 
whether it be by force of arms or through the ballot-box. 
Those who exercise vast governmental powers, such as are 
intrusted to Prof. Tugwell, must be above suspicion. Either 
President Roosevelt must openly disavow and drive from 
office this inciter to revolution, who apes the phrases of 
Stalin and Lenin, or he himself stands as tacitly approving 
what is nothing less than subversion of those principles and 
political beliefs, held by Republicans and Democrats alike, 
which underly the American system of government. 

I refer to this incident reluctantly, and only because it 
casts a great deal of light on another phase of the question 
we are considering tonight. Perhaps the most outstanding 
development in American political life since the turn of the 
century has been the steady decline in party responsibility 
and the growing number of precedents where candidates 
elected to office feel themselves either superior to or not bound 
by party platform pledges. ‘They feel at entire liberty to 
substitute personal programs which may be in utter variance 
with the principles professed by their own party. 

One reason for this lies in the fact that the direct 
primary, which was designed to restore democratic control 
of party organizations, has played directly into the hands 
of demagogues. Another is the growing tendency for presi- 
dential or gubernatorial candidates after election to name 
their own personal campaign managers, irrespective of their 
qualifications, to key positions in the party hierarchy. The 
tendency has been to subordinate the party to strong person- 
alities; control over its own leaders thus has been weakened 
and broken down. 

To bring about a return to representative government, 
therefore, the first essential is restoration of party respon- 
sibility and of responsible party leadership. If breaches of 
platform covenants are to be condoned through subsequent 
reelection, then the making of such pledges is rendered mean- 
ingless, and another of the foundation-stones of democratic 
government has been removed. The last restraint upon the 
demagogue has been loosened, and the way opened to an 
utterly reckless and irresponsible exploitation of political 
power. 

This brings me to the latest and perhaps the most dis- 
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turbing development in American political life—the employ- 
ment of what amounts to open subsidy in winning support 
from large groups of voters. The integrity of our electoral 
system is thus placed in the most serious jeopardy. Federal 
funds or credit for political projects which benefit such 
groups exercise a sinister influence never anticipated when 
our plan of legislative representation was established. Let 
us examine the situation that is now revealed. 

The election next year will not be the usual contest 
between political parties. Two extraordinary changes have 
occurred that may influence profoundly our national future. 
First is the large number of voters who are today receiving 
government bounty in one form or another. Next is the 
fact that control of a great party has been seized, and its 
historic principles repudiated, by a group of doctrinaires who 
seek to set up and make dominant in America an utterly alien 
social philosophy. By one of those strange paradoxes that 
sometimes happen in history, this group is already in actual 
possession of the government itself. 


It has been one of our unwritten traditions that govern- 
mental agencies, as such, should take no part in political 
campaigns. Yet we are now witnessing the mobilization 
of the entire group of alphabetical agencies as parts of the 
greatest propaganda machine ever constructed, engaged in 
justifying their own existence to the taxpayers. Thus we 
have the spectacle of the government itself, rather than the 
party in office, seeking to persuade the people to accept as 
permanent a benevolent autocracy for the conduct of their 
affairs!’ In effect we are thus paralleling the techniques 
developed in Nazi Germany and Fascist Italy, where the 
party in power and the government have become one and the 
same thing! 

Under the AAA, we have even established the precedent 
of allowing beneficiaries of this system of subsidy to vote 
on the continuance of such government aid. No principle 
could be more vicious; the wonder is that there should be 
any negative votes at all! The practical effect of these so- 
called referenda is to put members of Congress on notice 
that only at their peril may they ignore these large and 
influential blocs, which, in many states and congressional 
districts, hold the balance of political power. And when, 
as on the very eve of the recent corn-hog poll, the farmers 
are promised new subsidies, and then are told that, irrespec- 
tive of whether they vote for continuance or not, AAA is 
to be made permanent, is not government impartiality in the 
conduct of such elections reduced to transparent fiction ? 

With economic decisions of such far-reaching conse- 
qence announced by the White House without even the 
formality of consultation with Congress, is not the drift 
from representative government even more plainly evident? 

The vital character of the choice now placed before the 
American people seems to me no less clear and unequivocal. 
The issue of whether we are to confirm this trend toward 
centrailzation and an administration increasingly capricious 
and arbitrary has been put in the plainest possible terms by 
none other than Franklin Delano Roosevelt. As Governor 


of New York, he declared: “It was clear to the framers of 
our Constitution that the greatest possible liberty of self- 
government must be given to each state, and that any na- 
tional administration attempting to make all the laws for 
the whole nation”—those are Mr. Roosevelt’s own words— 








“would inevitably result . . . in the dissolution of the Union 
itself.” 

Now it is a mistake, I believe, to blame either the 
critical political situation or the breakdown in the repre- 
sentative character of our government solely upon the for- 
midable problems which have grown out of the depression. 
Forces have been at work, largely unseen and unnoticed, 
for at least thirty years prior to 1929, which have led up 
gradually to the present crisis. We are now witnessing 
merely the culmination of those influences which have been 
distorting the framework of our government. Our attention 
should now be directed at correcting those weaknesses which 
are so clearly visible to all of us. 

The fundamental division between liberal, radical and 
conservative thought in the United States relates almost 
entirely to this question of what are the proper functions 
of government. Whether it be sound or not, the belief is 
now held by great numbers of our citizens that through poli- 
tical action it is possible to suspend or modify economic laws. 
Benefits promised to this bloc or that group of citizens are 
distorted and magnified in an attempt to make them appear 
to bear some reasonable relationship to their cost or their 
profound influence on our economic life; and extensions of 
government controls over industry, commerce, and finance, 
and over all forms of property rights, are hailed as great 
victories for progress, without much attention being paid to 
their ultimate consequences to the nation. 

That there can be no return to the old economic order 
of things in America must likewise be accepted as final. The 
problem is how to readjust the relationships of government 
to business so that enterprise shall not be stifled, without 
going back to laissez faire, or permitting a revival of that 
ruthless and uneconomic competition which we now recog- 
nize as undermining public purchasing power as well as 
stability for labor and for capital. Economic experiments 
on the vast national scale that have been conducted would 
never have been permitted, much less condoned, by a prac- 
tical-minded people like ours except as it was believed that 
conditions had become so desperate as to require drastic 
remedies. A national hysteria of fear may have laid the 
foundation for experimentation; its continuance cannot now 
be justified on the same grounds. 

It is essential to remember that the economic changes 
wrought in the lives and habits of men and women during 
the past century have been more revolutionary than in all 
preceding history. The very rapidity of that change has 
dissolved old loyalties and ancient faiths. In its wake have 
come social problems of great magnitude. And in the solu- 
tion of those problems, most of us will concede, I believe, 
that business men have not assumed their proper share of 
responsibility. In justification of this criticism, let me cite 
the statement of Dean Donham of the Harvard School of 
Business : 

Business executives behave first, last and nearly all 
the time if their companies had no function except to manu- 
facture and sell. They have a fine understanding of their 
own businesses; too little grasp of their industries as a 
whole; almost none of the relationship between their partic- 
ular interests and our general social and economic struc- 
ture; and too little grasp of the social consequences of 
their activities. 


Faith in the great “captains of industry,” who played 
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such outstanding roles in the development of America, ended 
during the “trust-busting” era; it now has been replaced 
with suspicion and distrust. Even though that distrust may 
be in part undeserved, it still remains a political fact. Be- 
cause of this, and that lack of social-mindedness pointed out 
by Dean Donham, there has been a reluctant acquiescence 
in the view that to solve these pressing economic problems, 
they must be dumped into the government’s lap. ‘Those 
manifest weaknesses and abuses that had crept into an im- 
perfect economic system, which was itself subject to periodic 
strain in keeping pace with our unparalleled national develop- 
ment, have been permitted, largely by the short-sightedness of 
business itself, to become targets for great emotional crusades. 

These situations lent themselves to easy political ex- 
ploitation since business was apparently unable to take cor- 
rective measures of its own. Thus, from the sins of a few 
predatory and irresponsible railroad operators during the 
nineties, came a government strait-jacket for the entire rail- 
road industry; its prostrate condition today is evidence of 
what happens under the heavy hand of such regulation. A 
similar fate threatens the utility industry. And federal 
controls already extend to all financial institutions, security 
dealers, the coal and food industries, and to the whole of 
agriculture. 

While the Sherman anti-trust law has made it difficult 
to establish self-government for business and to discipline 
those guilty of misconduct, business could and should have 
done more than it has to put its own house in order. There 
would then have been less opportunity for the politicians to 
make political capital out of what General Johnson calls the 
“chiseling ten per cent.” Their misdeeds have led to the 
erection of a vast bureaucracy which not only holds industry 
in a vise but constitutes an enormous fixed charge upon all 
business activity. Paralleling this there has been under way 
an equally vast concentration of authority in the person of 
the President. ‘The combination of these factors has con- 
tributed to that breakdown in representative government 
which has now become a matter of national concern. 

The presidency has been turned into an office which 
today is virtually beyond the capacity of any man to fill 
adequately. More and more conduct of the nation’s affairs 
is diverted from the great administrative departments to be 
personally directed from the White House itself. The 
cabinet has steadily lessened in importance and in prestige 
until President Roosevelt’s advisers count for little more than 
the “yes” men who surround Mussolini. It is generally 
conceded that they exercise no influence upon major Admini- 
stration policy. As occasion demands—witness the recent 
neutrality proclamations relayed by radio from a cruiser in 
the Pacific, and the long-distance handling of the London 
Economic Conference two years ago—the President serves 
as his own Secretary of State, as his own Secretary of War, 
as his own Secretary of Commerce, as his own Secretary of 
Labor, or as his own Secretary of the Interior. 

This trend toward centralization has been in progress 
under Republican rule as well as during Democratic ad- 
ministrations. Few saw far enough to envision its ultimate 
consequences; it needed perhaps a Franklin D. Roosevelt to 
demonstrate to what lengths we had already permitted this 
aggrandizement of the Executive office to proceed. Its 
greatest impetus came with the vast war powers conferred 
upon President Wilson. The present Administration has 


merely seized upon this precedent arid with the depression 
emergency as a pretext, asked that the authority granted by 
Congress in 1917 be reconfirmed and extended. 

In addition to all this, there has been gathered into the 
hands of the President even greater unofficial power. His 
wishes influence the ebb and flow of commerce through con- 
ferences held with business and financial leaders. He estab- 
lishes and lays down the policy for regulatory bodies such 
as the Federal Trade Commission, the Federal Reserve 
Board and the Securities Commission. In this connection let 
me call your special attention to the fact that members of 
the Communications Board, which controls all radio broad- 
casting, hold office only at the pleasure of President Roose- 
velt. He decrees a “breathing spell” for business, and there 
is great rejoicing; but he has only to frown and threaten new 
punitive measures, and all business men shiver and take to 
the cyclone cellars. 


Again I raise the question: Is this government func- 
tioning within that balance of powers set up under the Con- 
stitution? Or are we not here witnessing the subordination 
of the legislative branch to the Executive arm, while the 
Executive power itself is being exercised by an anonymous 
tribunal, having no official status, and possessing neither party 
responsibility nor accountability to Congress. If this trans- 
formation in our government has been accomplished within 
the past two decades, to what lengths is it likely to be car- 
ried during the mext twenty years? 


To this policy of deputizing the President to effect na- 
tional recovery and giving him a blank check for that pur- 
pose, there are other equally serious objections which should 
be analyzed, but for which there is insufficient time tonight. 
The Administration’s monetary program, for example, rouses 
on the one hand a fear of inflation, while on the other it 
evokes the spector of crushing taxation. There is also the 
paradoxical situation that the improvement in business now 
under way can lead but to a new and disastrous inflation of 
security values and of credit. 


But, we are told, the government will control all this 
and prevent repetition of the 1929 disaster. By selling gov- 
ernment bonds on the open market the Federal Reserve 
Board can apply the necessary brakes. But what happens 
should the banks, which have 50 per cent of their resources 
invested in these same bonds, elect to sell at the same time? 
On the other hand, should business fail to hold its gains, 
monetary inflation becomes practically the only escape from 
the burden of national debt which has been erected during 
the past three years. 


The blunt truth is that, as a result of this effort to find 
political cure-alls for economic ills, the nation is now faced 
with fresh problems even more serious and more menacing 
to its future than those which arose out of the depression 
itself. These, threatening as they do the very foundations 
of representative government, are no less vital than those 
economic questions upon which public attention has been so 
largely centered. 

The balancing of the national budget must be effected 
at the earliest possible moment. Profligate spending of the 
Nation’s accumulated resources must stop and a pay-as-you-go 
policy substituted. Industry must be revived by a return 
to sound and equitable principles of taxation. ‘The public 
must be brought to see that “invisible” taxes are never 
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escaped but are more costly in the long-run and more harm- 
ful to sound recovery than taxes directly paid. 

There must be frank recognition of the fact that the 
very narrowness of our present tax base is in itself a peril 
to Democracy. And finally, we must have the moral honesty 
to see that acceptance of the principle of “ability to pay” as 
the basis for taxation carries with it the obligation not only 
of fairness, but that the revenues so raised shall be used 
solely for the legitimate expenses of government—not to 
subsidize the electorate into a drugged acquiescence during 
a transition from the existing social order to Prof. Tugwell’s 
New Utopia. 

Important as are all these questions, yet in the back- 
ground looms the real issue before the American people. It 
is the same issue that Lincoln faced during the dark days 
of the Civil War—the issue of moral courage. For we are 
engaged, now as then, in testing the moral fibre of a free 
people to carry on and surmount adversity. That requires 
above all else honest thinking. It means discarding that 
traditional political hypocrisy which attempts to hide real 
and unpleasant facts from the public behind a smoke-screen 
of glowing promises.’ 

To carry that message to the people so that they will 
understand calls for brave and unselfish leadership of a 
high order. It means, furthermore, that in those vital deci- 
sions which must be taken there can be no compromise with 
principle. This is no ordinary campaign, my friends, merely 
to gain power or to hold office! Something much more 
fundamental is at stake. To achieve victory there must be 
aroused the zealous fervor of a crusade, and that pride and 
loyalty to country, that righteous wrath which would repel 
any foreign invader of our homes! 

There must be no twilight zone of half-truths where 
politicians and those who lack courage can take refuge. Not 
only must the issue be clear cut, but the victory must be so 
decisive that not for generations to come can there be an- 
other such assault upon American institutions. 

And in this quickened spirit of patriotism there must 
also be brought about a lifting of the level of our political 
life. More business and professional men should follow that 
earlier example set by a great citizen of this state, an equally 





great Democrat, Samuel J. Tilden. At the very peak of 
his professional career, you will recall, he laid aside a great 
and lucrative practice at the bar to run for the New York 
Assembly. Corruption of democratic government, in the per- 
son of Boss Tweed, was then the outstanding issue. In that 
fight he enlisted and began as a mere private; later in recog- 
nition of his patriotic service he was nominated for the 
Presidency and only narrowly missed election. We need 
more Samuel J. Tildens in public life today. 

We need, also, as I indicated a moment ago, a quickened 
sense of social responsibility on the part of business men. 
They should engage directly in politics. And, whether 
elected to office or not, by such direct and personal contact 
with the voter they would learn more about political realities 
than they can ever find out from the lawyers sent down to 
appear for them before Congressional committees. 

When all is said and done, when the last radio “fireside 
chat” shall have been heard, the issue is a simple one. It 
is whether, as a nation, we have lost our resourcefulness and 
courage, and in the psychology of defeat and despair, shall 
embrace a near-communism, exchanging for a government 
dole and the illusion of the rainbow’s end those things our 
forefathers held to be more precious than life itself. 

In conclusion, I can do no better than put before you a 
simple creed and a philosophy often cited by the late Senator 
Dwight Morrow. He received it, as did three generations 
of students at Amherst, from a famous and much loved pro- 
fessor, Charles Edward Garman. It has a particular ap- 
propriateness to these troubled times. To me it seems to 
embody the spirit of Abraham Lincoln. As he sat brooding 
alone in the silent White House study, how often must he 
too have voiced the prayer: 


God give us: 


Men whom the lust of office does not kill; 

Men whom the spoils of office cannot buy; 

Men who possess opinions and a will; 

Men who have honor—men who will not lie. 

Men who can stand before a demagogue 

And down his treacherous flatteries without winking. 
Tall men, sun-crowned, who live above the fog, 

In public duty and in private thinking. 


Is “Mercy Killing” Justified? 


WITH A REPLY TO DR. ALEXIS CARREL 
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the lives, or rather hastened the death, of five of his 

incurable patients. He felt that his action was not 
only right, but merciful and fully worthy of a physician 
whose principal function is to promote health and prolong 
life. , 


R iaeties a British physician confessed that he took 


The individuals whom he saw fit to dispatch to that 
“undiscovered country whose bourn no traveller returns” 
consisted of two newly born babes, one “clearly doomed to 
imbecility” to use his words; the second born without a skull 





cap, and of three adults, who suffered from incurable diseases. 

As righteous as he felt about his cause, he nevertheless, 
withheld his name from the public. The London Daily Mail, 
which reported this strange news, referred to him as an 
anonymous British physician. Judging by the reactions to 
this announcement, the medico did well to remain incognito. 
For the report aroused horror and indignation in lay circles 
and emphatic retorts by physicians, the great majority of 
whom took issue with their British colleague. 

Euthenasia, or merciful killing, is no new problem; it 
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has been repeatedly discussed and debated by physicians and 
laymen, and as far as I can gather, the opposition has thus 
far maintained the lead. The problem seems quite simple to 
those who are in favor of it. Their argument runs something 
like this: If a person is so ill that he is beyond any medical 
help, so that sooner or later he will surely die, and if in 
addition he is in agony and often prays for death, why not 
help him die? So far, so logical. 

But the promoters of this act do not confine euthenasia 
to the incurable physical diseases; they also demand that 
“kidnappers, murderers, habitual criminals of all kinds, as 
well as the hopelessly insane, should be quietly and painlessly 
disposed of.” I am quoting the words of Dr. Alexis Carrel, 
one of our foremost surgeons and winner of the Nobel prize. 

Now, if we should follow this heroic prescription, we 
would have to apply euthenasia to a few million human 
beings now living and then continue this process of elimina- 
tion as occasion would demand. Judging by the enormous 
number of hospital patients and prison inmates, we would 
have to have a permanent commission of expert physicians, 
psychiatrists and criminologists, whose duty it would be to 
pronounce who is physically, mentally and mérally incurable ; 
and another sort of commission to put their judgment into 
execution. ‘The advocates of euthenasia are actuated by 
nothing but philanthropic motives when they maintain that if 
we carried out their suggestions we would soon have a society 
of super-people—physical, intellectual, and moral giants. 
Euthenasia would thus give us that utopia for which man- 
kind has been yearning from the beginning of time. 

However, even superficial consideration readily shows 


‘numerous weak spots in this reasoning. Thus, physicians gen- 


erally agree that it is quite impossible to say who is absolutely 
incurable. Some of the most hopeless diseases of the past 
century are now curable, and as to insanity, I doubt whether 
any experienced psychiatrist would dare pronounce a patient 
absolutely incurable. I have seen some patients who were 
seemingly chronic incurables, who made good social adjust- 
ments after years of insanity. General pareisis, or softening 
of the brain, which was considered absolutely incurable only 
4 generation ago, is no longer considered hopeless. At the 
present time it is hardly possible to say of a newborn child 
that it is “doomed to imbecility,” if our British confrére 
means imbecility in the scientific sense. There are high and 
low grade imbeciles, some of whom are quite adjustable and 
make useful members of society: The whole criminal code 
will have to be thoroughly revised before we shall be able to 
say who is a chronic incurable criminal deserving merciful 
death. 


But let us admit that there are some patients who are 
mentally and physically incurable who could be so diagnosed 
by expert physicians, and let us also admit that practically 
speaking it would be advantageous to society, financially and 
otherwise, to get rid of those useless members. Granting all 
this, | would nevertheless, be unalterably opposed to such a 
scheme. I wish to add that in opposing merciful killing, I 
am not influenced by religious or any other emotional con- 
siderations. I am against it for purely psychological reasons, 
for I am convinced that far from benefitting humanity, 
merciful killing would do incalculable harm. 

For the sake of clearness, I am forced to go back to 
primordial times and say that it is safe to assume that in the 
beginning the behavior of human beings was no different 





from that of the animals. Killing was, and is still, the law 
of the forest. Nature is inexorable, and biologists tell us that 
everything living lives on other beings. In order to preserve 
himself at all hazards, primitive man, like animals, knew no 
sympathy or morality. However, as civilization advanced and 
men began to live in groups, it was soon found that the indi- 
vidual had to give up most of his natural prerogatives for the 
good of the community. The might of the individual was 
taken over by the community, and the innate aggression, 
which mostly expressed itself in killing, had to be remorse- 
lessly curbed and repressed. Anthropologists and explorers 
tell us that even those primitives who have already had some 
contact with civilization find it hard to control their lust for 
killing. 

Thus, Knud Rasmussen, the Arctic explorer, speaking of 
the Netsilik Eskimos, whom he had visited within recent 
years, states that they are a cheerful people whose social rules 
are entirely for themselves, that the outsider is usually re- 
garded as an enemy, and that every man has at one time or 
another been involved in a homicidal affair.* We know, of 
course, that such Eskimos have neither hospitals nor chari- 
table institutions, and that when a parent become ill or en- 
feebled through age, he or she is closed up in an igloo and 
left to die. Similar methods of disposing of the aged and the 
infirm also exist among primitive peoples in other parts of 
the globe. 

But such a total regard for the feeling of others had to 
be extirpated before any cooperative civilized existence could 
be established. When the clan became a nation or a race, the 
individual had to be taught to control his impulses, and above 
all, to stop killing. When the English first came in contact 
with the New Guinea savage tribes, they offered them food 
and protection from their enemies, provided they obligated 
themselves to stop head-hunting. For killing, which is a 
natural instinct, useful and necessary to all primitive existence, 
must be thoroughly suppressed and eradicated if we want 
civilization. Every human child must be moulded and trained 
for a long time before he is ready to abandon his aggressive 
impulse to kill. As a matter of fact, it is never entirely given 
up; at best it is only repressed into the depths of the mind, 
where it slumbers until awakened by some emotional disturb- 
ance. Witness, for example, cursing as expressed by all strata 
of society. The “I wish you’d drop dead” is only an oral 
substitute for the suppressed act of killing. The need for 
shooting such creatures as inoffensive rabbits, ducks, and 
deer, and the enormous popularity of dangerous sports, such 
as football and prize fights, clearly points to the fact that the 
lust for killing is only controlled, but by no means anni- 
hilated. 

The process by which this control is effected is compli- 
cated and can only be slightly touched upon here. Such curb- 
ing must start in childhood; if children exercise their natural 
aggression in biting or scratching, they are punished for it. 
The parents must exert constant pressure to inculcate in them 
a regard for the neighbor. Gradually, after many years the 
child learns to control his aggression by a dam of sympathy. 
The word, sympathy, actually expresses the psychological 
situation, for it means “to suffer” or to “feel with.” That is 
when the child learns to identify himself with his fellow 
beings, when he can “read himself” or “feel himself” into his 
brother’s pain and suffering, he can no longer be devoid of 





* Review of the American Anthropologist (April-June, 1935), p. 339. 
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pity or sympathy. Sympathy is the strongest dam erected by 
civilization, it is the most powerful brake, or reaction forma- 
tion, against the impulse of killing. Henceforth, the child 
turns his active aggression to useful and higher aims. Active 
aggressive sports which we encourage in schools and colleges 
are nothing but sublimated expressions of the repressed im- 
puse to kill. They serve as a healthful vent for the active 
participants, as well as for the onlookers who identify them- 
selves with the players or combatants. In brief, the aggres- 
sive instinct can only be kept down by strong reactive forces, 
but now and then it breaks through in the form of an emo- 
tional disturbance or war. We are against war because it 
removes in the individual and the nation the life-long inhi- 
bitions against killing. War breaks down the barrier of 
sympathy which normally keeps people from destroying one 
another. Everybody knows that since the World War we 






have had more gun play and more lawlessness than ever 
before, and it will probably take at least 50 years before the 
sadistic aggression from which the whole civilized world is 
now suffering will be pushed back and immured ig the lower 
regions. The lust for killing can only be held in leash with 
the greatest effort, and like the proverbial sleeping dog it had 
best not be disturbed. History shows that the art of healing 
began with the development of altruism and human sym- 
pathy; it is, therefore, strange to find some physicians favoring 
and even advocating euthenasia. It is pleasing to note, how- 
ever, that some of the great leaders of the profession are 
absolutely against this thoughtless proposal. 

Merciful killing of incurables, no matter how humanely 
applied, would demoralize society. Like war and capital 
punishment it would revive the dormant sadism and destroy 
the sacredness of human life. 


Bringing Up Children 
THEIR HEALTHY EMOTIONAL DEVELOPMENT 


By SAMUEL Z. ORGEL, M.D., Senior Assistant Psychiatrist, Mount Sinai Hospital, New York City 


Delivered before the Teachers of the Public Schools of New York City, October 29, 1935. 
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and volitional development of the child. The 

causes of abnormal behavior in children are sup- 
posed to be many and varied; some believe that it is due to 
heredity; that the child was just born bad and that there is 
nothing one can do about it; others believe that it is deter- 
mined by poverty; still others that it is due to examples set 
by the parents, or that it is due to bad neighborhood environ- 
ment, or to feeble-mindedness, insanity, lack of religious 
training, and many other causes too numerous to mention. 
There is no doubt a germ of truth in each, but the general 
tendency has been that of overemphasizing one feature. The 
great error lies in generalizing in the instance of any one 
case rather than carefully studying and understanding the 
experiences and adjustments of the particular child. 

Our topic is so important today because we have begun 
to recognize the fact that adolescent and adult criminality 
has its roots in the serious maladjustments of childhood. We 
are paying a great deal of attention to the physical, mental 
and emotional needs of the child. We have progressed far 
in helping the child to resist illnesses and to become immune 
to diseases which formerly took a tremendous toll. Our 
progress in helping the child avoid mental ill health or set- 
backs in its emotional development has not kept pace with 
the physical care of the child. 

The psychiatrist today does not discuss abnormal be- 
havior as such but concerns himself with a discussion of the 
deviations in behavior. ‘The validity of such a course lies 
in the realization that no sharp line of distinction can be 
drawn between normal and abnormal behavior. Most if not 
all of our information in relation to normal conduct and be- 
havior has been gleaned from the study of the abnormal. In 
the beginning it was thought that the ideas and reactions of 
the abnormally reacting individual were utterly different from 
those of the normal; as if these abnormalities were strange 
creatures that had engrafted themselves upon the afflicted 


O UR concern today is that of the healthy emotional 


individual and had to be routed out by some mysterious 
means. Little by little, however, the conviction grew that 
fundamental as the outward differences might be, there was 
a close similarity between the underlying mental process of 
the abnormal and the normal. The same mental processes 
were seen to be operating in the socially well adapted child 
as in the maladjusted one. The behavior in both seemed to 
occur in response to definitely motivated psychologic pro- 
cessess. The variations reflected merely the difference in 
motivation and the attendant conditions and circumstances. 

The growing awareness that most human behavior which 
appears logical, consciously motivated, is in reality the result 
of inner mental processes of which the individual is unaware, 
led to the realization that the intellectual and the emotional, 
or as it is better named the instinctive motivation, came from 
this same source. This made it evident that every mental 
manifestation has some meaning, every action a definite psy- 
chologic significance. Nothing is haphazard in the psychic 
sphere any more than in the outer world; therefore the law 
of causality holds true here as elsewhere. Every mental pro- 
cess is therefore the result of other mental processes which 
have preceded it. 

The psychiatrist realizing that the school is an extension 
of the child’s home environment must of necessity inquire 
into this phase of the child’s development. He does not enter 
into the proper field of pedagogy, but rather seeks to gain 
the necessary information relative to the developing person- 
ality of the child so that he may view the child’s total per- 
sonality in a total environment. : 

The early education and socialization of the child be- 
gins at birth and is carried on in the home until the child 
at six is ready to enter the school system. During this 
period the parent is usually the only teacher that the child 
knows for the home is his world. At this point in the 
child’s life he is enrolled in school, taken into a new and 
larger world and the school now takes over the function 
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that had resided entirely in the home—namely, that of con- 
tinuing the sccialization of the child. ‘Ihe teacher now as- 
sumes the major responsibility in moulding the personality 
of the child. She is called upon to act both as moral advisor 
and as educational director. You as teachers are confronted 
with the problem of dealing with a group of individuals 
whose intellects, emotions and volitions are all as varied and 
constantly changing as human life itself. These varied and 
ever changing emotions of humanity must pass through the 
same mill. ‘The teacher must try to devise a daily routine 
that will best serve the largest number, but you often find it 
impossible to meet the individual needs of some children who 
do not lend themselves to education on the plan of mass 
production. 

The task of the teacher would be difficult enough were 
she concerned only with the intellectual side of the child’s 
life, but the teacher who is to play the part of friend and 
counselor has also many other problems to meet. She can- 
not let the child pass by whose emotional life is twisted and 
warped by unhappy environmental situations, whose lack of 
interest in his studies is, perhaps, due to fear or worry. She 
has learned from her own experience that sullenness, resent- 
fulness, deception, and often the more serious types of delin- 
quency can be understood and corrected only when they are 
interpreted in terms of the child’s experiences and his rela- 
tionship outside the school. These problems are all fairly 
well defined and it may be only a matter of securing time 
to get the parental cooperation to work them out satifacto- 
rily. But there are innumerable other situations, problems 
that are vague and intangible, which she is called upon to 
meet daily. New and baffling character traits are constantly 
presenting themselves in the various members of the hetero- 
geneous group of the classroom. In one child a friendly, co- 
operative spirit is replaced by negativism, or perhaps by shy- 
ness. Another child becomes tremendously concerned to re- 
ceive approbation at every turn, while his neighbor develops 
an attitude of indifference towards praise or blame. One 
group of pupils is primarily concerned with the objective for 
which it is working, and willing to undergo the necessary 
hardships in attaining the goal; while, in contrast to this 
group, are those who take an interest only in pursuits that 
give them satisfaction. 

Such are the responsibilities that the parents turn over 
to the teacher. It is in relation to these that the psychiatrist 
can aid, by elucidating the factors that entered into the pro- 
duction of these types of behavior and so enable her more 
readily to cope with them. 

The teacher, in order to conserve her mental energy, 
must be so stabilized that she will not suffer a nervous col- 
lapse when she finds some obscene note a student has written. 
She must appreciate the fact that stealing, lying, truancy 
and other asocial types of conduct are not evidences of moral 
degradation; they are symptoms that occur in the life of many 
children in the process of growing up. It is the underlying 
factors that produce these symptoms with which we are most 
concerned. 

‘We must appreciate the importance of the teacher’s main- 
taining an objective attitude towards the pupil. Dr. Bernard 
Glueck made this point very clear when he stated: “One of 
the outstanding conditions which determine success or fail- 
ure in child-teacher relationships has to do with the ques- 


tion of objectivity of attitude and behavior. Ordinarily, we 


are apt to be more ratidnal in our relations with our fellows, 
the more successful we are in maintaining an attitude of ob- 
jectivity. By this attitude we simply mean the ability to see 
things as they actually are, and to deal with them on that 
basis. The opposite of this is the tendency to color and dis- 
tort events and things in accordance with the particular bias 
we may be entertaining at the time by projecting onto them 
our personal feelings.” 

Psychoanalysis, perhaps, more than any other study of 
human behavior, has given us the greatest impetus and aid 
to understand the importance of the early childhood experi- 
ences of the individual. It has shown us that these early 
experiences lay down the basic character traits of the in- 
dividual. This does not imply that once these traits are 
laid down they remain immutable. But it does mean that if 
we can understand how unhealthy attitudes and habits are 
formed we are in a better position to prevent them and com- 
pensate for their presence and so help to overcome them. 

All children are problem children for each is born into 
a world of adults and each has to learn to adjust himself to 
the adult and eventually become a mature adult. We who 
raise or care for children know that this is not a simple 
process and that the child, in the beginning, reacts like a 
creature of instincts. Problems in the life of a child do not 
connote abnormalities. The solution of the problem may, 
however, indicate abnormalities. Stealing, truancy, lying, are 
unhealthy solutions to problems that occur in the early life 
of the child. This does not imply that nothing can be done 
for the child or adolescent since those early childhood days 
and experiences are already in the past. Unhealthy habits 
and attitudes repeat themselves and since the child is in the 
formative period of life there is much that can be done to 
unsnarl emotional kinks, to bring about new adjustments. 
To do this, however, we must have a proper understanding 
of the child’s adjustment to life. To have this proper un- 
derstanding we must understand how its emotional life has 
been built up in relation to those nearest to it, its parents, 
brothers and sisters. Psychoanalysis has shown us that other 
social institutions such as school, vocational life and society 
are to the unconscious of the individual merely substitutes 
for the home. Stealing, no matter where carried out, has 
to be understood in terms of the unconscious of the individ- 
ual carrying out attitudes that properly are directed towards 
the home and its members. Truancy, when it assumes pro- 
portions to be considered as delinquency, has to be understood 
in terms of the individual carrying out attitudes that the 
unconscious aims at the home. 

The true meaning of the child’s act is contained in the 
child, in his experiences, in his type of reaction to his physical 
and personal environment. The entire or basic truth is resi- 
dent in the child, but he cannot be consciously aware of it. 
The basic truth, the basic causes reside in his habits of think- 
ing, feeling and acting. ‘These habits of thinking, feeling 
and acting are not entirely open to his consciousness. In 
the deeper layers of his psychic life, they are part and parcel 
of his unconscious. Psychoanalysis has taught that this un- 
conscious is the reservoir of forces and motives that direct 
conscious life. 

The question then arises, what determines the basic 
habits of thinking, feeling and acting. What determines 
these healthy or unhealthy attitudes and motives. Here we 


come to the important consideration of the various types of 
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adjustment to life and the factors or forces that influence 
a particular type of adjustment. 

This process of adjustment begins at birth and we can 
say that in the first six or seven years of life lay the origin 
of the habits of thinking, feeling and acting. Psychoanalysis 
has helped us to reconstruct the early period of infancy, when 
the child only possesses the inherited qualities which he brings 
with him at birth. The infant is thus in the state in which 
we erroneously hoped to find him on his entrance into the 
educational institutions. This tiny infant whom we are 
discussing is extraordinarily like a new-born animal in all 
respects, except that he is in a worse position than the 
animal. Animals are only dependent on the care of their 
mothers for a short period, at most a few weeks. They 
then evolve into independent creatures who can get along 
without further care. It is quite different with human 
beings. The child remains for at least a year so completely 
dependent on its mother that it would perish immediately 
if she withdrew her care. But even after the expiration of 
this year of infancy the child has not attained independence. 
It does not know how to procure its food, how to support 
itself, how to protect itself and ward off dangers of any kind. 
We know that the human being needs almost fifteen years 
before he can completely dispense with the protection of the 
grown-ups and become an adult individual. It is this long 
period of complete dependence which determines the child’s 
entire destiny. As nothing stands between the child and 
destruction for the entire first year of his life except the 
tender care of his mother, we are not surprised if the main- 
tenance of this maternal care begins to play a very important 
part in his life. The little child feels safe as long as he 
knows his mother is near at hand, and he shows his helpless- 
ness in a feeling of anguish when she has gone away from 
him. He needs his mother for the satisfaction of his hunger; 
she becomes a necessity of life. But this relationship soon 
goes far beyond what is to be explained as the striving for 
self-preservation. We note that the child wants his mother 
near him and longs for her when his hunger is satisfied and 
no special danger threatens him. In response to her tender 
love and care a bond has been established with his mother 
which while still continuing in the direction of his instinct 
for self-preservation, has become quite independent of this 
instinct and gone beyond it. 

It seems that because of this tender relation to his 
mother the child would have every chance of a peaceful 
physical and mental development. He would be completely 
content if his mother did nothing but feed him, take care 
of him, love him. But at this point the external world, for 
the first time, enters disturbingly into the relation between 
the child and his mother. The child now suddenly learns 
that his mother does not belong to him alone. The family 
of which he is only a small part has other members, father, 
brothers and sisters, of whose presence he has only become 
aware, but who appear just as important as he thinks him- 
self. They all assert a right to the possession of the mother. 

It can easily be understood that the small child regards 
his brothers and sisters as his enemies. He is jealous of them 
and wishes them out of the way so as to restore the original 
state of affairs, which alone is satisfactory to him. 

This jealousy of small children should be regarded seri- 
ously. It springs from the same motives as the jealously of 
adults, and causes the child the same amount of suffering as 


in adult life we endure from the disturbance of our relation 


to a beloved one through unwelcome rivals. The only dif- 
ference is that the child is more restricted in his action than 
the adult, and thus the satisfaction of his jealous feeling 
goes no farther than a wish. He wishes the tiresome brothers 
and sisters to go away; he would like them to be dead. To 
the little child who has not yet learned to grasp the meaning 
of death there is, for the time being, no difference between 
going away and being dead. 

The more the child values the possession of the mother, 
the more violent is this desire. The child is at first single- 
minded in his hostile feelings. There is no emotional con- 
flict. An emotional conflict only arises within him when he 
notes that his mother who loves these disturbing brothers 
and sisters requires him to give up these evil desires, share 
the mother with them and even love them. Here is the 
starting point of all the difficulties in the emotional relations 
between the brothers and sisters of a family. A striking 
proof of the correctness of the situation here described is 
that the jealousy between brothers and sisters is much less 
when the relations of a mother are not so close. Where the 
mother is able to devote far less care to her children, the 
loss of tenderness to the child at the birth of younger chil- 
dren is correspondingly less. 

This emotional antagonism in which the little child is 
involved in relation to his brothers and sisters is a compara- 
tively harmless prelude to another and a much more power- 
ful emotional conflict. His brothers and sisters are not the 
only rivals who compete with him for the possession of 
mother, the father is far more important. The father plays 
a two-fold part in the little child’s life. The child hates 
him:as a rival when his father acts the part of rightful owner 
of the mother, when he takes the mother away, goes out with 
her, treats her as his property and insists upon sleeping with 
her by himself. In all other respects the child loves and 
admires his father, relies on his help, believes in his strength 
and omnipotence and has no greater desire than to be like 
him in the future. Thus there arises in the child the ex- 
traordinary problem, at first quite insoluble, that he loves 
and admires a person and at the same time he hates him. In 
relation to his brothers and sisters it was only a question of 
restraining his evil desires in order to please mother. Here 
for the first time one emotion is in conflict with another 
emotion. One can readily imagine the difficulties into which 
the little child is plunged through this conflict. 

I have been describing to you a model family. I wanted 
to place before you the difficult position of the child, with 
his conflicting emotions, even when his external environment 
is regarded as favorable. Where external conditions are 
worse and the family life more miserable, the conflict that is 
going on within the child is still more severe. 

Let us assume that the child is not brought up by his 
own mother, but during these most important first years of 
his life he is boarded out, first at one place, then at another, 
or is taken care of in a home by more or less indifferent 
nurses who are constantly changing. Ought we not assume 
that the lack of this first natural emotional bond will have 
great influence on the whole of his later life? Or let us take 
it that the father whom the boy regards as his example and 
in whose footsteps he seeks to follow is a drunkard or in- 
sane, or a criminal. Then the effort to become like the 
father, which normally is one of the greatest helps in edu- 
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cation, leads in this case to the direct ruin of the child. When 
the parents are separated and each parent tries to win over 
the child to his or her side, and to represent the other as 
the guilty party, then the entire emotional development of 
the child suffers. His confidence is shattered by his critical 
powers being too clearly awakened. An eight-year-old boy 
who made vain efforts to bring his parents together said the 
following :“If my father does not love my mother, then my 
mother does not love my father . . . then they can’t love me. 
‘Then I don’t want them. And then the whole family is 
no good.” The consequences for such a child’s future de- 
velopment are generally serious. ‘Thus his normal develop- 
ment is checked and he reacts to the abnormal condition in 
some abnormal way. 

Having discussed the emotional development of the 
child and having seen why the child reacts as he does, let 
us now turn to his volitional development and see how the 
actions are carried into execution. ‘The drive for self-pre- 
servation gives rise to the need for security. The need for 
security is, therefore, a self-protective mechanism. It is, 
incidentally, a need that is present in adults as well as in 
children. During the period of growth, however, the need 
for security is particularly important. Primarily, the child 
finds this need satisfied by the care, nurture, and protection 
afforded by his parents. In many of its aspects, parental 
care,. nurture, and protection are essential to the very life 
of the growing infant and child. Consequently, anything 
which threatens the security of the growing child is also 
a threat to his drive for self-preservation. 

Children who do not feel secure may show a variety of 
reactions or responses which if called forth repeatedly over 
a period of time will pervade the entire personality and re- 
sult in instability of one sort or another. It should be clearly 
understood that to the child security means safety, while in- 
security means danger. Therefore, whenever danger is pres- 
ent his desire for self-preservation requires his to protest. 

How, or in what form does the child protest when he 
feels insecure? Confronted by a danger situation, a situa- 
tion which threatens security, the drive for self-preservation 
asserts itself in order to protect the individual. There is 
called forth an emotion or feeling of fear, expressed beha- 
vioristically by flight from the danger situation; or there is 
provoked a feeling of anger, expressed behavioristically by 
fight or aggression, which combats or overcomes the danger 
situation. 

For example, John, who is seven years old, has a marked 
sense of insecurity because he is openly rejected by his mother 
and his grandparents. John was born out of wedlock. He 
was brought home to live with his mother and her parents, 
who looked upon him as a living and perpetual example of 
his mother’s folly, and a disgrace to the family. He was soon 
told by his mother that he must never call her “mother,” 
that she was not his mother. He was repeatedly reminded 
by his grandparents that since he was born there had been 
nothing but trouble in the home. John was brought to see 
the psychiatrist because his grandparents considered him a 
bad boy. He was defiant toward them and his mother. He 
was stubborn and disobedient—flew into rages in which he 
would scream, bite and kick—and repeatedly ran away from 
home. 

Sometimes the aggressive, hostile type of reaction to a 
feeling of insecurity is not so clearly expressed as this. There 





are some children who repress or inhibit such extremes of 
behavior, and exhibit it in a disguised form. Typical of 
such children is Joan, who is three years of age. Joan, too, 
has reasons for feeling insecure. She is an unwanted child 
whose mother had attempted to induce an abortion on several 
occasions during the pregnancy. For a few days after Joan 
was born her mother refused to even hold her. The mother 
has told the psychiatrist that from the first she had periods 
when she felt she actually hated the child. Joan, although 
a reasonably obedient child in most ways, has found a very 
successful way of expressing her hostility to her mother. 
From a very early age she has been an exceedingly difficult 
feeding problem. Regularly and consistently after every 
bottle feeding she regurgitated. From the time when she 
was weaned she has never taken a mouthful of food unless 
it was forced down her throat by her mother. The dining 
room is regularly a battle-ground where Joan and her mother 
meet three or more times a day. Joan keeps her teeth and 
lips tightly closed until her mother eventually succeeds in 
prying open her mouth and forcing food down her throat. 
Feeling runs high on both sides, with mother gritting her 
teeth, becoming red in the face and highly excited, and with 
Joan screaming between spoonfuls of food, biting, pinching, 
slapping and kicking whenever her mother fails to restrain 
her. Incidentally, Joan always comes out the victor by 
putting her finger down her throat and regurgitating most 
of the food which mother has succeeded in getting into her. 
Except at meal times Joan is a nice little girl as even the 
mother is willing to admit. 

Then there are children who tend to react to feelings 
of insecurity with timorous, shy, nervous, self-conscious be- 
havior. Stanley, for instance, is a seven-year-old boy who can 
never predict his mother’s attitude. At one moment she is 
gushing, over-affectionate, and figuratively speaking, smother- 
ing him with caresses, while at the next moment she is ir- 
ritable and cross, and upbraids him unmercifully. Stanley 
naturally finds it difficult to determine just where he stands 
with her. Stanley presents the typical picture of what we 
think of as the nervous child. He is reticent, unduly re- 
spectful, always says “Yes, sir” and “No, sir,” stands at 
attention, is afraid to play with other boys, wants to stay 
at home with mother continuously, and has crying spells 
every day before it is time to go to school. Now and then 
he stammers in a nervous fashion. Quite often at night he 
wakes up after having a frightful dream. 

Children find their security both within themselves and 
in their environment. A mental or physical handicap in a 
child may cause that child to feel insecure because his security 
is threatened on the basis of his inadequacy, or because his 
handicap is such that it prevents him from being accepted as 
a member of the group. Thus, Lillian, a nine-year-old girl, 
who has a mentality of about seven years, is very nervous and 
tense. She feels insecure because she is compared unfavor- 
ably with her six-year-old brother who is quite bright, and 
because she is scolded for her slowness in learning. Thus, 
she feels that she is rejected by her mother. In spite of her 


efforts to mix with the group, she finds herself merely on 
the fringe and has many unhappy moments because she can- 
not quite belong. 

Any situation in the environment which threatens a 
child directly or indirectly, or which makes him feel that he 
is not wanted or is not a part of the group, will evoke a 
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sense of insecurity. It must be kept in mind that a sense 
of security must be built up within the child himself. Al- 
though at first the infant derives his sense of security from 
the protection afforded him by those about him, his sense 
of security will remain fixed on such extrinsic factors unless 
‘he is given the opportunity, through training, to develop a 
feeling of security within himself, or, in other words, a feel- 
ing of self-reliance. Therefore, a life lived from infancy 
onward, characterized by shielding and protection at every 
turn, will result later on in a feeling of insecurity in the child 
whenever this protection is removed, or whenever he is re- 
moved from it. 

Thus, we see that training, be it good, bad or indif- 
ferent, starts from the day he is born. Babies who learn 
that they can get what they want by emotional protests may 
continue the pattern throughout their entire lives. They 
may grow up to be self-centered individuals who often resort 
to childish emotional tricks to get what they want, when they 
want it. It is on this principle of training that children 
learn to regulate their behavior. 

At the beginning of this learning process, the parent 
acts as the censor of the child’s behavior. As time goes on, 
however, the child develops his own capacity for censoring 
or controlling his behavior. In other words, he develops 
what we commonly call a conscience which is usually far 
more strict and far more efficient than any restrictions ex- 
isting outside of the individual. This whole problem of 
training is not as simple as it seems. The best training in the 
world is likely to prove ineffective if it is not associated with 
or permeated by a healthy interplay of emotional forces be- 
tween the parent and the child. As a matter of fact, the wise 
parent is one who utilizes the natural love of the child in 
inducing him to accept the restrictions necessary as a part 
of the training procedure. 

When the infant or growing child is rebuffed by an 
indifference or open rejection from those with whom he is 
attempting to establish an emotional relationship, he is apt 
to remain essentially a self-loving or egocentric individual, 
because his efforts at being otherwise consistently meet dis- 
couragement. Thus, James, who is five years of age, was 
unfortunate in having a mother who did not have much 
affection for him, and who repulsed his childish efforts at 
showing his love for her. At the age of five he is rather 
indifferent, apathetic, and shows no desire to play with other 
children; he keeps largely to himself, spends most of his 
time in day-dreaming while in kindergarten, and his great- 
est source of pleasure seems to be the infantile habit of suck- 
ing his thumb. 

Parenthood is an obligation to society as well as to the 
child, which can only be met by moulding the child into a 
social being. It is tremendously important that parents make 
every effort to understand the motives for the thinking, feel- 
ing and acting of their children, which we include under the 
term conduct, for motives.are the fundamental matter rather 
than the conduct itself, It is equally important that parents 
do not try to project into the lives of their children their own 
unfulfilled wishes and desires, whether associated with their 
demands for affection, their strivings, their education or their 
social ambitions. Keep in mind that the child has a person- 
ality of his own, and that he should have the opportunity 
to develop along lines that are suited to his particular in- 
dividuality. 


More goes into the making of a home atmosphere con- 
ducive to the normal development than comfortable living 


conditions and good physical care. ‘These less obvious but 
no less serious difficulties may be related to personal malad- 
justments and biases in parents and others who are intimately 
a part of the family circle. The intelligent mother, who 
overprotects her child and who at the same time is aware 
that overprotection is undesirable for the child’s development, 
is a case in point. The problem to be solved here is, what 
is there in such a mother’s own personality or psychology 
which compels her to continue to act against her better 
judgment and not in accord with the best interests of the 


child. 

Some parents are themselves still children in their at- 
titudes towards life, and require treatment in order that they 
may fulfill their personal responsibilities. We often see such 
parents bickering and quarrelling with their children rather 
than offering the leadership and guidance which the children 
need. 

Then there are the problems of interparental incompati- 
bility, with one or the other parent devoting his or her life 
to the child as a sort of solace for disappointment in the mate, 


We all know of the parent who dominates and con- 
trols the entire life of the child. There is, for example, the 
father who was unable to fulfill his ambition to become a 
doctor, and who realizes his own frustrated aspirations by 
requiring his son to study medicine. And there is the mother, 
who feeling inadequate because of her own meager education, 
is especially critical of her daughter’s scholarship at school, 
and constantly urges her to do better work. 


We see parental rejection at work every day. Parental 
rejection, i. e., parents not wanting. or loving a child, may 
be expressed directly and openly in a consistent manncr 
whereby the mother or father shows no love and no parenta! 
interest in the child at any time. Parental rejection may 
also be characterized by an almost opposite picture. The 
rejection may be largely unconscious and covered by a com- 
pensatory over-solicitude. Such parents are over-protective 
of their children and over-concerned about them. Whenever 
a parent expresses constant fears of the child being hurt or 
becoming ill, or dying, one is entitled to wonder to what 
extent these fears indicate an unconscious yet real wish. 

Usually parental rejection is not consciously appreciated 
by the parents and it is based upon a variety of unconscious 
reasons. Mrs. Jones, for instance, is very severe and critical 
towards John, Jr., because she does not like him. She does 
not like him because he reminds her of John, Sr., who de- 
serted her two years ago after several years of marital in- 
compatibility. Then there is Mrs. Smith who is very 
solicitous and over-protective of Mary, and frequently has 
fears of her getting injured or killed. Mary’s father is 
twenty years older than her mother, and Mrs. Smith often 
says that he seems more of a father to her than a husband. 
Mrs. Smith now has to share with Mary Mr. Smith’s love, 
and she is distinctly jealous of her. Neither Mrs. Jones nor 
Mrs. Smith consciously knew or understood, before treatment 
was undertaken, what was really going on in their minds 
about their respective chilldren. Mrs. Jones knew only 
that she was over-critical of John, Jr.; and Mrs. Smith 
knew only that she worried too much about Mary. Both 
realized that they were at fault and both said that they 
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had tried to correct their attitudes but somehow had not 
been successful. Here we see that parenthood does not en- 
dow one with maturity and a well adjusted personality. It 
becomes evident that these parents carried over into parent- 
hood unsolved problems from their own childhood which 
strongly determined their attitudes and reactions towards 
the child. In many respects these parents were unconsciously 
reenacting with the child conflicts that had never been solved 
in their own childhood. The excessive strictness and over- 
indulgence of these parents and their harmful influences on 
the child had their origin in the personality problems of the 
parents themselves. 

In our discourse I have tried to point out to you the 
mental conflicts that are waging in the minds of these chil- 
dren. Warped and twisted are many of their views on the 
problems of their everyday life with which they are con- 
stantly being confronted. Pathetic as it may be, in the hustle 
and bustle of our day’s work, we do little to help them. 
Often with the best intentions we make grave mistakes; but 
much can be accomplished and much harm avoided if the 
teacher will appreciate that the emotional life of the child 
is quite as important as the intellectual life, and that a good 


intellectual equipment is of little value to an individual if 
he is handicapped by his habits of thinking, feeling and 
acting, be they expressed by feelings of inferiority, jealousy 
and fear, or if he is resentful and defiant towards those 
with whom he comes in contact. 

To be of greatest value, the teacher must know the 
pupil—not only his intellectual capacity, but his instinctive 
and emotional life, his joys and sorrows. An effort must 
be made to determine the motives that thwart and inhibit 
the child and the means by which he may be stimulated to 
an honest effort. The child must not look upon the teacher 
as a dictator, but as an advisor and counselor in time of 
trouble. 

Throughout this paper I have endeavoured to indicate 
how important a role is played by the adults in the child’s 
immediate environment in shaping his destiny and in deter- 
mining his degree of fitness for the business of living. This 
implies a serious obligation as well as a fine privilege and 
opportunity for those of us who have the rearing and edu- 
cation of children in hand—opportunities and obligations of 
which the mental hygiene movement is aiming to keep us 
aware. 


The Regulation of Investment 


IN THE NATION AND IN NEW ENGLAND 
By JAMES M. LANDIS, Chairman, The Securities and Exchange Commission. 
Delivered before the New England Council, Boston, Mass., November 22, 1935. 


HIS opportunity to present some aspects of a national 

‘ problem to a New England audience gives me a 

sense of gratification, a sense, also, of the obligation 

that rests upon anyone who tries to view your problem in 

the light of the national policy that our Commission has to 

shape. To talk with you about your problems is to me a 

privilege because, though I was born far away, I claim New 

England as my home with the same sense of deep loyalty 
that is yours. 

Part of the purpose of these annual meetings of the 
council must be to attempt to see the economic and political 
pressures and forces that are playing their part in New Eng- 
land’s destiny. If we who are here, today, can see these 
forces clearly, perhaps they can be molded to our ends. 
Therefore, if I can give you a sense of the major directions 
of the Commission’s work, it may mean a better appreciation 
both of its qualities and its defects. 

Our business embraces the many aspects of finance. It 
involves, broadly speaking, a regulatory scheme directed 
toward making the processes of investment easier to under- 
stand and less subject to certain well recognized dangers. 
With that general objective, New England has an intimate 
concern, because as a market for securities it has unusual 
resources. New England funds have been accumulated 
through the years more often by patient industry than by 
speculation. As a consequence they deserve such safety as 
can be had in the essentially hazardous process of investment. 

There are industries here, now in the process of trans- 
forming themselves, that will seek the capital market again 
as they have in the past, certain in the belief that the day of 


New England enterprise is not past. And other New Eng- 
land industries with a wide and national market will draw 
from here and abroad the capital whose flow maintains their 
vitality. ‘Thus the adequate and effective functioning of the 
capital and securities markets both of the nation and of this 
region is obviously a matter of vital concern to us. 

Our first consideration, perhaps, in attempting to secure 
the maintenance of a desirable investment market, is the 
elimination of certain admittedly wrongful practices. Such 
an objective calls for the end of those things that mean waste. 
And fraud means waste. It is equally true that carelessness 
and disrespect for the standards that should govern in the 
fields of investment have the same wasteful effect as fraud. 

That some practices of this character existed here as 
well as elsewhere throughout the country is, of course com- 
monplace. But here the very richness of the money market, 
the Yankee habit of saving, the high investment traditions 
followed by many firms, all created a condition where the 
unscrupulous adventurer could flourish. The very fact that 
good will had been established and high standards existed 
gave the unscrupulous adventurer endless opportunities for 
his activities. Fraudulent mining securities, doubtful indus- 
trial stocks, barren oil royalties, grew and prospered. Here 
in New England, as elsewhere, a general attack was made 
by state authorities against these practices and the Commis- 
sion lent its aid. This aid was necessary, for much too fre- 
quently the distributors of securities of this class sought 
protection against state action by operating across state lines. 
By a course of united action many such frauds have already 
been stamped out. 
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This problem—the policeman’s task—is but one aspect 
of our concern. Equally, our task is the rehabilitation of a 
shattered financial machinery, rehabilitation along lines that 
will eliminate some of the causes of its breakdown. For this 
purpose it was necessary for government to establish stand- 
ards. The honesty of our ordinary merchandise markets has 
been a concern of government almost from the beginning. 
Colonial legislation gave us inspection of them and the prac- 
tices that prevailed in them. To extend these standards into 
the securities markets was only obvious when the elimination 
of undesirable practices became a vital need. That these 
markets are national in scope and effect, and that the con- 
tinuance of these practices affected the nation as a whole, 
is only too apparent. The task of regulation therefore had 
to be assumed by the Federal Government as well as by 
the states. 

The insistent principle that runs through this securities 
legislation, whether it be the Securities Act of 1933 that 
deals primarily with new financing, or the Securities Ex- 
change Act of 1934, that concerns itself with trading in out- 
standing securities on exchanges and in the so-called over- 
the-counter market, is the principle that investors are entitled 
to knowledge of the thing that they purchase. The basic 
thought is identical with the concept that has for years gov- 
erned the pure food and drug acts; the application, however, 
is infinitely more complex. 

Let me illustrate this with reference to the stock ex- 
changes. As a condition of listing, statements covering the 
nature of the business, its management, its control, and its 
financial operations must be filed by the company issuing the 
securities. This principle has, of course, long been in exist- 
ence, but the detail of the listing statement has varied from 
exchange to exchange, and in some cases has been a sketchy 
and valueless document. Lacking adequate and centralized 
supervision, accounting practices have flourished whose pur- 
pose was to conceal rather than reveal. To bring the neces- 
sary degree of standardization into this picture and make it 
intelligible was one of the great purposes of the Federal 
securities legislation. 

The hallmark of a listed security is now the assurance 
that adequate information as to the activities of the corpora- 
tion is publicly on record. That this information goes far 
beyond the average annual report of a few years ago, and 
must do so, is patent to every intelligent investor. Depend- 
able financial advice and judgment is impossible without it. 
The registration statement is becoming, as it should, the basis 
of thorough information about corporate securities. 

In registering listed securities, the Commission sought 
to be reasonable in its requirements without sacrificing mat- 
ters which are of consequence even to expert analysts. To 
satisfy the needs of persons thoroughly competent to analyze 
corporate securities must be a constant aim of the Commis- 
sion. One must recognize that the majority of investors 
need and take advice and that, therefore, expert judgments 
permeate and become a part of every investment judgment. 
On the whole, these registration requirements that became 
operative last July were well received by the industries af- 
fected. Only a few industries decided that the value of an 
exchange market was not worth the cost of disclosure. 

These enterprises which refused to continue their list- 
ings, to the Commission’s regret, where chiefly businesses 
which had been listed on the smaller exchanges. I say to the 





Commission’s regret because it is our wish to build up and 
not to weaken the smaller exchanges. But no other policy 
seems possible or just except the policy of requiring uniform 
reporting as a condition to listing on all registered exchanges. 
The concern of the Commission extends equally to the local 
exchanges and to the great exchanges of this country. <A 
brief glance at this situation will illustrate the reason for 
that concern. The centralization of exchange transactions 
in New York is well known. ‘To a degree, centralized trad- 
ing in securities of wide national distribution finds justifica- 
tion in the resulting economy. But throughout the country, 
centering about strategic financial centers, are found securities 
of local enterprises with sufficient regional distribution so 
that they deserve an exchange market. Local stock exchanges 
such as the Boston Stock Exchange exist for that purpose. 
They also serve as a secondary market for trading in smaller 
lots in securities which are listed on the central rcarket in 
New York but which also have a sizeable distribution in 
the vicinity of the local exchange. 

The hesitancy of these local companies to list their 
securities on their local exchanges cannot be justified upon 
the basis that the security holders are not entitled to the 
information which would be required for listing. If a far- 
flung, complicated enterprise can, and does, assume the bur- 
den of meeting these requirements, what justification can the 
smaller enterprise offer for its failure to supply much simpler 
information? 

This hesitancy, I believe, springs in part from the fact 
that companies often do not find the mechanism of the local 
exchange well attuned to what they consider a proper market 
for their securities. ‘Too often the exchange has made too 
little effort to supply the type of market that is needed. Too 
often the exchange—instead of perfecting a mechanism suited 
to its own needs—has simply followed the pattern of the big 
New York exchanges, with the result that they find them- 
selves geared to a volume of business far beyond their reach. 
On occasion their mechanism fails to provide for the orderli- 
ness that makes for stability, and frequently permits the in- 
troduction of the speculator who disturbs rather than 
stabilizes. 

I feel that the exchanges—as well as our Commission— 
have given too little study and too little imagination to this 
problem. I do not, at this time, want to go into it deeply, but 
I do want to present it for your careful consideration. As 
soon as possible, I hope that the Commission, the Boston 
Stock Exchange and other exchanges outside New York can 
bend their joint energies towards its solution. 

From my characterization of the nature of listing under 
the Exchange Act, you will see at once that the listed issue 
possesses from an investment standpoint a great advantage over 
other securities. This it will not lose where the governance 
of the exchange is alert to prevent manipulative practices and 
the undue intrusion of a purely speculative element. Under 
such conditions local pride as well as a true concern for a 
local investment market should make for the growth rather 
than the decadence of the exchange. 

In the effort to secure adequate information for the 
investing public, the Commission’s activities have thus far 
been limited to securities listed of exchanges. If the prin- 
ciple of adequate disclosure to stockholders is right, what 
justification can be urged for this limitation? And if the 
type of annual report formerly required by the better ex- 
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changes could be substantially improved, it is clear that great 
improvement can be made in the quality of information dis- 
closed by the welter of corporations not controlled by ex- 
changes. Of course, ways and means must be found, based 
upon standards of size and distribution, to limit our juris- 
diction to matters that are national, as distinguished from 
local. But there is no need to limit the principle to those 
securities that should have an exchange market. Bondholders 
and stockholders of companies whose securities are only traded 
in the over-the-counter market deserve as much information 
as owners of listed securities. 

I need not here detail the various ways and means of 
accomplishing this result. Its achievement is essential for the 
equalization of burdens and benefits between exchange securi- 
ties and over-the-counter securities. The considerations that 
should weigh in seeking to attain such a result should natu- 
rally be those that have weighed with the Commission in 
pursuing its other tasks; namely, protection adequate for the 
end, but devised without the hurry and haste that will occa- 
sion disturbances to normal business routines which more 
cautious procedures could avoid. 

‘Two methods for controlling practices in the wide un- 
organized over-the-counter market are now being pursued by 
the Commission. ‘The first calls for the registration . of 
brokers and dealers active in these markets, some five thou- 
sand in number, together with the imposition of a few regula- 
tions mainly confirming their fiduciary obligations. This 
scheme of registration should not be regarded as a guarantee 
that we will include only the trustworthy and exclude all 
the untrustworthy. In putting into effect a scheme on such 
a large scale, it was realized that only the most obvious of 
the undesirables could be winnowed from such a number. 
These, of course, were those with criminal records or those 
who had been found guilty by the courts of fraudulent prac- 
tices or those who had perjured themselves upon the very 
record of registration. Thus we have only begun to elimi- 
nate the black sheep. 

The second method of control is a present attempt to 
help in the organization of a self-diciplinary agency of dealers. 
Just as the disciplinary committees of the exchanges have been 
invaluable to us in our efforts to supervise the activities on 
the exchanges, similar machinery would seem to be of value 
for the over-the-counter markets. Under a self-imposed dis- 
cipline it is frequently possible to lift standards of individual 
contact “to a point beyond that possible through legislation 
and regulation. 


Certain problems in the field of financial practices in 
their treatment demand more than the singling out of indi- 
vidual cases. They call for the kind of effort from within the 
industry moving upon the entire front as a whole. Such, for 
example, is the effort to reduce the feverish pace that still 
too greatly characterizes the American methods of distribut- 
ing securities. Salesmen are held like horses before a barrier 
restlessly waiting for the starting signal. And unless sales 
are immediately consummated the operation is labeled a fail- 
ure. Violations of the statutory requirement that a definite 
time shall intervene between announcement and offering 
resulting from such a system of distribution are to be ex- 
pected. But merely to punish the salesman in such a situation 
is to touch the fringes and not reach those really responsible 
for the actions of mere subordinates. The investment public 
is entitled to a more intense and genuine effort to control this 
situation, and the impetus for such a movement can readily 
be given from within. 


So far, I have spoken in a general way of a few of the 
many phases of the work of our Commission that seem to 
affect New England in particular. Our securities legislation, 
however, like any other legislation, reacts with a definite 
impact upon our national consciousness. That it must do so 
results from the very process of its creation. A few years ago 
I had the privilege of holding a chair in legislation at the 
Harvard Law School. One thing was impressed upon me 
year after year as I dealt with the subject. I learned that 
one of the most permeating and fundamental educational 
processes in a civilized society is the legislative process. The 
procedure preparatory to legislation, the interest aroused by 
it, the many persons that play a part in its administration, 
the public that begins to grasp the economics upon which it 
is based, all these are stirred by the implications and objectives 
of any legislation. This seems to me to be especially true of 
securities legislation. Its challenges for understanding and 
action run through the entire field of finance. Our securities 
legislation was regarded as radical a short time ago. But the 
very simple objectives of this legislation are becoming more 
apparent, and the tenor of every administrative act has been 
found to be attuned to those ends. We come to regard merely 
a matter-of-fact truth the principle that we as a nation must 
understand, must know, the directions and the implications 
of our corporate life. That is a task that to my mind we must 
assume and in which we must succeed. If those characteristics 
of our economic society that we care about are to endure. 


The Public 


By BRUCE BARTON, Chairman of the Board, Batten, Barton, Durstine & Osborn, Inc. 


Delivered before the Congress of American Industry, in Conjunction with the Annual Convention of the National 
Association of Manufacturers, December 4, 1935. 


N the wall of my office is the following quotation 
() from the late M. Talleyrand: “There is one person 
wiser than Anybody and that is Everybody.” 

M. Talleyrand, as all of you know, was that gifted 
French gentleman who so: shaped his conduct that he was 
able to survive and exercise influence under a monarchy, 


through a revolution, under a consulship, under an empire, 


and finally under a monarchy again. An achievement that 
would seem to be worthy of respectful attention amid the 
tumultous changes of today. Whatever his other short- 
comings, he was wise in human nature; he knew people, 
and he kept his knowledge up-to-date. A king and queen 
went to the guillotine, but the people continued to be there, 
and so did Talleyrand. A Little Corporal became a great 
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general, a First Consul, an Emperor; he travelled to Aus- 
terlitz, to Moscow, to Waterloo, and to St. Helena. But 
through it all, and after it all, there were the people. Talley- 
rand had no illusions as to government—whether it be called 
democracy, monarchy, or dictatorship; his eye was never 
blinded by “that fierce light which beats upon a throne.” He 
saw through that light, and under it and over it, to the real 
king-maker and king-destroyer—the public. In the final 
reckoning the people are ruler and employer, and they will 
be served. One very realistic politician remarked: “I must 
follow them; I am their leader.” 

M. Talleyrand might conceivably stand upon this plat- 
form and say: “Gentlemen, it is not important what you 
would like to do; it is not really very important what the 
government would like to do. The important questions are: 
What will the American people think? What will the 
American people do?” 

Fundamentally, the people of the United States think 
they should have a better life, more comfort, more security, 
more opportunity, more hope. What they are likely to do 
is to make a choice between industry and politics as to the 
easiest method of achieving all these benefits. 

Industry and politics, at the moment, are competitors 
for the confidence and favor of the same patron, the public. 
Politics knows it; industry, for three years, has acted as if 
it did not. Industry has stuck out its tongue at its political 
competitor. It has pouted and scolded and sulked. But it 
has not rolled up its sleeves and sold. It has held luncheons 
and called on itself to unite and brow-beat the politicians. 
But the one person who can brow-beat the politicians is not 
Anybody; it is Everybody. Politics concentrates on that 
great truth; industry neglects it, and wonders how the dust 
got on the seat of its pants. 

Now it is the record of history that political promises 
are not very good. They have a way of petering out in 
disappointment. Glance at Napoleon after the defeat of 
Waterloo as he stands in his palace in Paris surrounded by 
the pathetic little remnant of his entourage. The windows 
are open; outside in the street the rabble gathers to cheer 
his name, to urge him to form into another army and lead 
them once more against his foes. Napoleon’s face shows 
amazement. “Why should they cheer me?” he exclaims. 
“What have I ever done for them? I found them poor; 
I leave them poor.” 


He had made great promises; he had spent vast sums; 
he had squandered youthful blood, and the people were left 
with nothing but the burden of payment for his promises. 
That has been too often the tragic fate of governmental 
promise. We in industry say that Business keeps its promises 
better than that. We say that Business does not find the 
people poor and leave them poor. We say that the auto- 
mobile business found the poor man chained to his own 
door-yard, with no horizon but the borders of his own little 
hamlet, and it has made him the monarch of time and dis- 
tance. We say that the farm implement industry found 
man only a little higher than the animals—a valet to horses 
and chickens and cows; and it leaves him riding like a con- 
queror over his fields, doing the work of ten men, and yet 
not too tired for the radio or the movies at night. The elec- 
trical industry, the steel industry, the chemical industry, the 
food industry—dozens of industries—have similar records of 
achievement in adding to the comfort, healthfulness, and 


satisfaction of life. The politician says to the people: “Give 
us your dollars in taxes, and we will redistribute them.” 
Industry says: “Give us your money in exchange for goods, 
and we will use it to produce more and better and lower- 
priced goods.” On this issue the competition is joined. 

It is my purpose now to make ore or two suggestions 
about this competition. In the first place, it seems to me 
the time has come when mere opposition and criticism are 
not much good. Attacks on the motives of our political 
competitors will not avail. Human motives are never simple; 
they always are mixed, complex, somewhat confused. The 
man who misleads a multitude is usually his own first con- 
vert. The late Tom Reed, when Speaker of the House of 
Representatives, had this to say about political motives: 

“Whenever I walk through the streets of New York 
and look at the brownstone fronts, my gorge rises. . . . When 
I feel that way I know what the feeling is. It is good 
honest high-minded envy. When some other gentlemen have 
that same feeling they think it is political economy.” 

Some of you who have been in Washington will under- 
stand that comment, but before you take too much satisfac- 
tion in it let me add another one. Mr. Dooley, in one of 
his immortal conversations with Mr. Hennessy, had this to 
say about the motives of the rest of us—we business men, 
and labor leaders, and bankers and lawyers and advertising 
men: 

“If ye’d turn on th’ gas in th’ darkest heart ye’d find 
it had a good raison for th’ worst things it done, a good 
Varchous raison, like needin’ th’ money or punishin’ th’ 
wicked or tachin’ people a lesson to be more careful, or 
protectin’ th’ liberties iv mankind, or needin’ th’ money.” 

Mere swapping of criticism with our political competi- 
tors will not win the competition. Controversy over motives 
is a two-edged sword. The people, if I read them right, 
are tired of such controversy, and my first suggestion is that 
we give less time to it. 


My second suggestion is that we stay away from Wash- 
ington and attend to our work. There has been much con- 
jecture as to the identity of the so-called Forgotten Man. 
His identity is now established ; he is the proprietor of Wash- 
ington’s leading hotel. That proprietor is Public Beneficiary 
Number One. He was not doing so well before the New 
Deal, but we have flocked down there and hired his bed- 
rooms and filled them full of conference and smoke. We 
have fretted and fussed and resoluted, and what have we 
got to show for it all but a lot of Pullman stubs? Why 
should we bother so much with the servants of the people 
when we can talk to the people themselves? Why, indeed, 
bother about Anybody when there is Everybody? 

We have a story to tell, but we do not tell it. We 
have great benefits to confer upon the people if they will 
give us the opportunity, but we must persuade them that 
we are more reliable than the politicians; that we will work 
for them more cheaply and with more satisfaction. 

Product advertising alone will not accomplish this. You 
are carrying on research in your laboratories. Research is 
possible only because the American people have encouraged 
business to grow large, have provided the resources to sup- 
port research. Out of research come the new products that 
give employment. Out of research come more economical 
manufacturing processes that mean better goods at lower 
prices. Research, mass production, and low prices are the 
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offspring of business bigness and its only justification. This 
story should be told, with all the imagination and art of 
which modern advertising is capable. It should be told just 
as continuously as the people are told that Ivory Soap floats 
or that children cry for Castoria. Politics has no such 
convincing and persuasive story as this; the telling of it 
genuinely, consistently, continuously is your surest path to 
victory in the competition. 

If any manufacturer says, “I do not care what the 
common mass of people think about my business, whether 
it be popular or unpopular with them,” that man is a liability 
to all industry. No major industry has any moral right to 
allow itself to be unexplained, misunderstood, or publicly 
distrusted, for by its unpopularity it poisons the pond in 
which we all must fish. The good will of ‘its employes, its 
stockholders, and its customers is not its responsibility to it- 
self alone; there is a larger and even more important respon- 
sibility to the continuance of the industrial system under 
which this nation has prospered and with which all of us 
together either stand or fall. 

It amazes me sometimes, the way in which many busi- 
ness men talk about advertising. They ask: “With how 
little advertising can we get by?” They do not say of their 
research work: “With how little can we get by?” No, they 
say, “Are we sure that our laboratories are adequate? Are 
we sure we are not overlooking something wherein our com- 
petitors will get the jump on us? Isn’t it possible that by 
spending more money we could more quickly find our way to 
a new product or a better process?” ‘This is their attitude 
toward research. But when they come to advertising, they 
say: “With how little can we get by?” When they ought 
to say: “This is the most important of all our expenditures. 
Burn down our factories, and we can rebuild them; lose our 
bank balances, and we can borrow. But lose the faith and 
favor of the public, and our capital is sterile, our plants are 
merely rust.” They should say: “By advertising we may 
win our competition with the politicians for the favor of the 
owners of America. Are we sure we are not overlooking 
some opportunity? Isn’t there some way we could spend 
more and be surer of this first prize which is public under- 
standing and good will?” 

Repetition, through advertising and otherwise, has 
taught a great many things that it once seemed never could 
be taught. It took only one generation of horses to learn 
not to be afraid of automobiles, although the threshing ma- 
chine and the railroad train had frightened them for years. 
‘There were more automobiles, and they taught their lesson 
every minute of the day instead of once in a while. People 
are easier to teach than horses. It should not seem impos- 
sible for them to learn that if the promises of business men 
can be kept, the promises of politicians might be. The busi- 
ness man who said, ““Try my soup, and if you do not like 
it I will give you double your money back,” was believed, 
and should have been, because he never had any intention 
of doing other than making good that warranty. Women 
do not question the descriptions or the prices quoted by de- 
partment stores. Millions in cash pass daily through the 
post offices, sent by people who know their mail orders will 
be filled as represented. “Save my coupons for these pre- 
miums,” says a manufacturer, and the drawers of desks and 
bureaus fill up with coupons and box tops that no one expects 
to see devalued and that will not be. There are people alive 


today who may live to see a candidate for public office whose 
promises are as trustworthy as those of the pants presser 
who tells you he will have your suit ready tomorrow noon, 
or the stock broker who buys a thousand shares of stock on 
the strength of your word over the telephone that you will 
take them and pay for them. Of course, they may be very 
young. 

I should like to close while you are still with me, and 
so I condense into the form of Five New Year’s Resolutions 
what might perhaps be said at greater length: 

1. That in 1936 we spend half as much time with our 
lawyers trying to circumvent the politicians, and twice as 
much time with our sales managers and our advertising 
agents seeking to make ourselves popular with the Boss of 
the politicians, the public. 

2. That we do not go to Washington unless it is a 
matter of life and death, or unless the President sends for 
us (which he probably won’t). 

3. That we set aside some definite days each month 
for travelling around the country and visiting people—not 
telling them, but letting them tell us. It will surprise some 
of us to discover how little we are liked, how much our 
incomes are resented and our motives misunderstood. We 
make a very common mistake in New York City; we gather 
a group of our cronies in a corner of a club, and we imagine 
fondly that we are addressing a representative cross-section 
of the American people. 

4. That whenever a misstatement is made about our 
business we answer it good naturedly but firmly and promptly 
—that we quit taking, misrepresentation and abuse lying 
down. 

5. That we register at the polls, have our wives and 
neighbors and employes register, and spend time working 
with the political organizations in our own communities. 
There is where the people will decide between us and the 
politicians. ‘There, in the last analysis, is the only place 
that counts. 

One big trouble with industry is that there are a hun- 
dred men who are willing to make a trip to New York to 
sit in a conference or attend a dinner for every one who is 
willing to take the captaincy of a precinct and help to get 
out the vote. We never yet have had a vote of the American 
people. Only a little more than half the men and women 
on whom the high privilege of the ballot has been conferred 
care enough about that privilege to exercise it. According 
to the 1930 census, there are in the United States 72,943,624 
people of twenty-one years and over. Yet in the largest of 
all elections, that of 1932, only 39,816,522 ballots were cast. 

One of my younger associates, ten years out of college, 
attended a party with his wife the night following our re- 
cent state election in New York. Forty young people were 
present. As a matter of interest, he asked how many of 
them had voted the day before. Out of the forty, there 
were three. These forty people have been highly privileged 
beyond the mass of their fellows. On them society has 
showered its richest gifts. And the entire contribution of 
thirty-seven of the forty to the service of their nation is to 
sit in their clubs and their drawing rooms and criticize the 
government. When one sees the carelessness, the selfishness, 


the downright dumbness of many of our so-called “best peo- 
ple,” one is tempted to say that they richly deserve all they 
There ought 


are getting—and all they are likely to get. 
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to be a one hundred per cent election in these United States 
in 1936, not a fifty per cent election. It ought to be a 
disgrace to appear on a golf course or at a dinner table 
without having voted—at least as much of a disgrace as it 
was in war time to be seen in an automobile on a gasless 
Sunday. 

How will the election be decided? Not, you may be 
sure, by any cold intellectual appeal. The heart of the elec- 
torate is not going to be set on fire by the bald promise to 
discharge government employes and slash expenses. Nobody 
loves a comptroller; history records no instance of great 


masses of men and women laying down their lives for an 
auditor. The politician makes people believe that he is 
thinking in terms of their welfare and the happiness of their 
children. Industry, in the long run, can and will do more 
for the people and their children than politics can ever do. 
But it must beat politics with its own weapon; it must 
speak not to the mind only, but to the heart. It must make 
its appeal not to the anybodys of its own circle, but to every- 
body. 
Said Talleyrand: “There is one person wiser than Any- 
body and that is Everybody.” 


Income and Economic Progress 


By HAROLD G. MOULTON, President, The Brookings Institution. 


Delivered before The Congress of American Industry, in Conjunction with the Annual Convention of The National 
Association of Manufacturers, New York City, December 4, 1935 


in modern times is not production but distribution. 

It would be easy to expand productive output but 
it is difficult to find markets for all that is produced. The 
fundamental source of economic difficulty in the view of 
many observers is a lack of proper balance between produc- 
tive capacity and consumptive capacity. 

The studies conducted by the Brookings Institution on 
the general subject, “The Distribution of Income in Rela- 
tion to Economic Progress,” have led to conclusions of far- 
reaching significance, which may be briefly summarized as 
follows: 

1. We have never lived beyond our economic means or 
capacity. 

2. We have not been suffering from general overpro- 
duction. 

3. We have not as yet reached a stage in our economic 
evolution at which it is possible to provide adequate stand- 
ards of living for everybody. 

4. It would require less than a 25 per cent increase in 
purchasing power among the masses to absorb our full pro- 
ductive capacity. 

5. Production curtailment programs—whatever their 
merit in meeting temporary maladjustments—can only lead 
to national impoverishment. 

6. Our inability to find markets adequate to absorb the 
full output of our productive establishments is explained by 
the unequal distribution of income and consequent restricted 
flow of purchasing power through consumptive channels. 

7. The slow rate of growth of consumptive demand 
serves to retard the rate at which new capital is constructed 
and hence the rate of economic progress. 

8. The primary need is a rapidly expanding total in- 
come, and a broader diffusion of this income among the 
masses of the people. 

9. A broader diffusion of income can best be achieved 
by reducing prices as rapidly as increasing efficiency will per- 
mit. That is to say, the benefits of technological progress, 
mass production, and low unit costs must be promptly passed 
on to consumers in the form of lower prices—giving more 
for each dollar. 

10. The successful operation of the economic system 
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requires that back of each new unit of productive power 
there be placed a corresponding unit of consuming power. 
The economies of mass production cannot be realized unless 
we have corresponding mass consumption. 

The general theory underlying the system of capitalistic 
production and distribution clearly recognizes the necessity 
of an ever expanding mass purchasing power in order to 
absorb the expanding capacity of the productive establish- 
ment. Certain clearly defined principles were, moreover, set 
forth which it is believed could be relied upon to bring auto- 
matically the desired results. Let me briefly summarize these 
principles. 

First, it is pointed out that under a system operated for 
private profit each business manager naturally seeks to reduce 
costs by increasing the efficiency of production. He may 
accomplish this by the construction of a larger and more 
efficient plant, by the installment of improved equipment, 
by the introduction of superior internal management, by im- 
proved methods of marketing, by integrating various stages 
in the productive process, or by a combination of various 
methods. 

Second, having reduced costs of production he is in a 
position to increase his profits in one or another of two ways. 
He may continue to sell at the same price as before, enjoying 
the advantage of a wider margin between cost and selling 
price; or he may expand the volume of his business by means 
of price concessions. It was reasoned that since the increase 
in efficiency which is responsible for the reduction in costs 
commonly involves an expansion of productive capacity, and 
since the maximum economics can be obtained when operat- 
ing at full capacity, the greatest profits will result if the out- 
put is expanded by means of a reduction of prices. The 
wise alternative is to expand sales by offering the products 
at a lower price. 

In short, increased efficiency makes possible lower prices, 
while the profit incentive insures the actual reduction of 
prices. The greatest profit to the business enterpriser is thus 
derived through giving to the masses the most for their 
money. The interest of the profit maker therefore coincides 
with the welfare of the community. 

Third, the process naturally involves the continuous 
elimination of obsolescent or otherwise inefficient, high cost, 
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or marginal establishments. The fit, as gauged by ability to 
sell at a minimum price, alone survive; moreover, the efficient 
of today promptly become the inefficient of tomorrow. A 
particular business man, firm, or corporation may indeed 
survive over a long period of years, but only if the produc- 
tion methods employed keep always abreast of changing times. 
Note that this theory of progress requires the maintenance 
of money wages—for if they are not maintained the real 
purchasing power or income of the laboring class will not 
be expanded. ‘The reduction of prices which is significant 
is that reduction which results from increased productive 
efficiency. 

Certain prevailing practices have, however, tended to 
nullify the benefits of technological improvements and to 
retard the rate of economic progress. First, the importance 
of maintaining the general level of wages as a part of the 
process has too often been forgotten. Indeed, the system 
itself has exerted a powerful pressure on business managers 
to reduce wages. When confronted with markets inadequate 
to absorb the full potential output of his factory, the individ- 
ual business manager is naturally tempted to cut wages as a 
means of reducing costs; for with lower costs he can make 
price concessions and expand his sales. But if all business 
men cut wages as a means of reducing costs and selling 
prices they have not thereby expanded the purchasing power 
of the wage earning population. The contention of labor 
leaders that labor is something more than a commodity is 
correct; labor is also a consumer. Fortunately this fact is 
becoming more and more widely recognized as the years pass. 

In the second place, the primary mechanism which the 
system relies upon to distribute the benefits of technological 
progress has increasingly not been permitted to operate. In- 
stead of reducing prices as a means of expanding markets, 
there has been a growing tendency to maintain prices and 
to let well enough alone. 

Interferences with competitive price movements have 
occurred as a result of the development of at least three 
major types of business organization. The first is the unified 
monopoly or industrial combination under single manage- 
ment. The second, found chiefly in Europe, is the cartel or 
“collective monopoly” under which there is group control 
of production with a view to stabilizing prices in a given 
industry. ‘The third is the trade association which seeks, 
usually through informal co-operation, to stabilize certain 
conditions within particular industries without interfering 
with the control of production. There are, of course, many 
different types of trade associations and not all of them 
are able to exert an influence upon prices; but by and large 
trade associations consciously or unconsciously promote price 
stability. These associations, unlike consolidations, have 
generally been viewed with favor by the United States gov- 
ernment as a means of stabilizing business. 

Thus industrial policy, as it has evolved in this and 
other countries in recent times, has tended to impede the 
free functioning of the price system. Over an ever widen- 
ing area the process of persistently expanding purchasing 
power by means of price reductions has been checked. We 
do not wish to imply that competition has entirely disap- 


peared; for in broad sections of the industrial system prices 
are still reduced as productive efficiency increases. But as 
industry reaches a more mature stage of development, and as 
production becomes concentrated in larger units, the policy 
of maintaining prices to stabilize conditions and safeguard 
profits prevails increasingly. 

The necessity of progressive price reductions as a means 
of expanding purchasing power and markets appears to have 
been forgotten alike by business managers and economic 
statesmen. Yet the conclusion is inescapable that, in so far 
as the effort to stabilize prices is effective, we are block- 
ing the broad distribution of income and thereby throttling 
economic progress. 

The results of these policies have been most clearly 
manifested in the decade of the twenties. This was a period 
of remarkable technological advancement. Both the amount 
of capital and the efficiency of its use increased in nearly all 
lines of production. But the benefits of this increasing ef- 
ficiency were not automatically passed on to the masses of 
consumers either through the medium of proportional wage 
increases or proportional price reductions. Wholesale prices 
of manufactured commodities declined a scant 5 per cent 
and retail prices did not decline at all. In some lines of 
industry there were, to be sure, substantial decreases in prices. 
In other lines there was virtually no change, while in some 
there was a substantial increase. 

In order to look at this problem in clear perspective it 
is necessary to distinguish carefully between the situation 
that prevails in a period of acute depression and that which 
exists in times of prosperity. When in a period of business 
reaction prices in general are falling sharply, with each new 
decline intensifying business uncertainty, further general price 
reductions do not constitute a remedy for the existing demor- 
alization. Stabilization, at some point, always has to be 
reached before recovery begins. It is our vivid experience 
with the destructive price warfare in disorganized periods of 
general deflation that makes men fearful of the effects of 
price reductions. ; 

In a period of prosperity, on the other hand, a reduction 
of prices—made possible by improvements in productive ef- 
ficiency—would have no such demoralizing effects. In the 
nature of the case, such price reductions would be gradual 
in character, and since they would not be accompanied by 
either a restriction of output or a decrease in buying power, 
they would contribute to stability of an enduring character. 

At the present juncture it is doubtless true that prices 
in many lines cannot well be reduced. But wherever pos- 
sible efforts should be made to stimulate increased demand 
and larger volume of output by offering more goods for the 
same money. The great danger confronting us is that as we 
emerge from the depression and enter upon a new period of 
economic expansion prices will be pushed up in order to 
realize maximum immediate profits. Such a policy will not 
be conducive to a steady progress. What is needed is the 
greatest possible expansion in volume of production and con- 
sumption and not speculative profits. Large volume, low 
unit costs, and correspondingly low prices constitute the 
foundations for enduring progress. 





“Vital Speeches—one of the newest and most telling ven- 
tures in journalism”—PAuL Kegiiocc, Editor, The Survey. 








; 
i 

| 
} 
i 
; 
; 
| 











Oe hy et tga, 






H. L. Roosevelt 











What Is an Adequate Navy? 


By H. L. ROOSEVELT, Assistant Secretary of the Navy 
Delivered before the Democratic Women’s Luncheon Club in Philadelphia, November 18, 1935 


cratic Women’s Luncheon Club, Ladies and Gen- 
tlemen: 

When your distinguished Chairman, Miss Hood, told me 
that I was to have the privilege of addressing this Club on 
the question of Naval Defense, the subject of “Avoiding War 
Through a Big Navy” was discussed. I did not feel that any 
mention of the word “big,” as thus used, would convey an 
idea to all who may bear or read this speech, that the Navy 
Department believes in a big navy, without respect to the 
navies of other nations, and without regard to our national 
needs. 

I suggested, therefore, that my address be given the 
title: “Our Need for an Adequate Navy,” but this in turn 
did not meet approval, and the title: “What Is an Ade- 
quate Navy,” was suggested. To this I agreed, but with the 
mental reservation that, regardless of the title used, I intend 
to try to explain why we need a navy, and to discuss the type 
of navy we need. 

There are two principal reasons for maintaining a navy, 
both of which are expressed in the fundamental Naval Policy 
of the United States. These are: “So support the national 
policies and commerce”; and “To guard the continental and 
overseas possessions of the United States.” 

You well know that one of our most important national 
policies is to keep out of war; and, of course, we all know 
that the promotion of commerce between nations is one of 
the greatest incentives for amity throughout the world. The 
other reason for maintaining a navy, that is—to guard the 
continental and overseas possessions—is to comply with our 
Constitution, which in its preamble stating the reasons for 
its formation and establishment, gives as one of the chief 
items—“To provide for the common defense.” I desire you 
particularly to note that there is no intent of aggressive action 
indicated or implied in the phrases to “guard our possessions,” 
and to “provide for the common defense.” 

On the contrary, there can be no doubt but that in mak- 
ing provision to protect our homes, we are taking a most 
important step towards the preservation of peace. Should 
we fail to do so, we would soon be in a position similar to 
that of less fortunate nations; where, simply because they 
have not taken the means to provide for their common de- 
fense and to protect their possessions, they are continually at 
war. 

I have stressed these two chief reasons for maintaining 
an adequate navy, because they show conclusively that, by so 
doing, the maintenance of peace, not only by this country, but 
by the entire world is greatly enhanced. 

I wish I could believe that the human animal through- 
out the world has progressed to the extent that wars will 
never come again, but in spite of all that the honest peace- 
loving people of all nations have done, war still continues. 
I wonder if you realize that, since the end‘of the World 
War, not one single year has passed without a war being 
waged in some part of the world. We have had wars in 
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south-eastern Europe, in northern Africa, in far-off Asia, and 
in South America; and all the efforts of the various peace 
organizations, such as the League of Nations, the World 
Court, the Nine-Power Pact, the Kellogg Pacts, and other 
agreements—however helpful they may have been—have, 
nevertheless, failed to prevent these wars. One would sup- 
pose, with the horrors of the World War still fresh in the 
memories of all of us, that war would have been outlawed, 
but the sad fact stands, that this is not the case; and I, there- 
fore, reluctantly have come to the conclusion that in spite of 
all we can do, the human being is still a warlike animal and 
will resort to arms when he feels his rights have been tram- 
pled upon. I hope and pray that the millennium will come 
some day, but as yet such a day does not seem to be in sight. 
Therefore, we must be prepared to defend our country, our 
interests, and our institutions. 

The causes of war are too numerous to be mentioned 
here, but they include trade rivalry, the desire for expansion, 
boundary disputes, and in general, conflicting interests be- 
tween nations. 

The United States is not an aggressive nation. We are 
a peace-loving nation. We have all the territory we need 
and desire; but, we are enormously rich in resources, and if 
we render ourselves defenseless, in my opinion, we invite 
aggression. War is always a possibility, and we must be pre- 
pared adequately to protect our land, our people, and our 
institutions, as I have just stated. We cannot afford to risk 
defeat, which though in itself might not be absolutely calam- 
itous, would in all probability, lead to annihiliation of our 
form of government through interior disturbances. Napoleon 
has truthfully said: ‘Revolution is the disease of defeated 
nations.” Therefore, it seems to me that we must maintain 
a navy adequate, not only to insure peace; but if war should 
unhappily prevail, our navy must be adequate to insure suc- 
cess in whatever situation we may be forced into. 

This brings us to the question of ‘““What Is an Adequate 
Navy?” Fortunately, this question can be answered without 
great difficulty. I am happy to say that there are now in 
existence two treaties which, in my opinion, have done more 
to preserve peace among the naval powers, and to prevent a 
race in naval armament, than anything else that has been 
adopted to date. These are the Naval Limitation Treaties of 
Washington, signed February 6, 1922; and of London, signed 
April 22, 1930. In the Washington Treaty, the United 
States, Great Britain, Japan, France, and. Italy are the 
signatories. These nations have bound themselves to limit 
their capital ship tonnage to the following ratios: 5—5—3— 
1.8—1.8. Further provisions define the capital ship as a ves- 
sel larger than 10,000 tons, with guns larger than 8-inch 
calibre. Special provisions have been adopted with regard 
to airplane carriers. The terms for replacement of obsolete 
vessels are defined. The treaty is to remain in force until 
December 31, 1936. It establishes a parity of naval strength 
between the contracting nations, in capital ships and aircraft 
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carriers, each signatory nation accepting its allotted ratio as 
consistent with its requirements for national security. 

The London Conference, ratified in 1930 by the British 
Empire, United States, and Japan, applied the principle of 
limitations to cruisers, destroyers, and submarines; and— 
except for submarines—in approximately the same ratio be- 
tween the contracting powers, as the ratios set by the Wash- 
ington ‘Treaty. 

Thus it will be seen that the principal naval powers, in 
association, have already agreed by treaty to limit their naval 
establishments to the lowest figures which they consider con- 
istent with national security and the maintenance of peace. 

These treaties are still in force; and it is my earnest hope 
that they will be continued in force, at least in principle, with 
even a possible general reduction in tonnage. If the terms 
of these treaties had been adhered to by the United States 
in the same manner as the other signatories observed them, 
we would have maintained adequate naval strength, and thus 
equality in national security. 

Unfortunately, while the Army, the Navy, and the 
Pacifists are as one in their desire to avoid war, and thus 
maintain a permanent state of peace, there are certain groups 
who believe that peace can be obtained through complete dis- 
armament on our part, regardless of treaty stipulations or the 
action of other nations; and they insist that the United States 
set the example. 

We tried this during the period from 1922 to 1933, and, 
while we indeed set the example, no other nation followed it. 
In consequence, when the present administration came into 
office, we found, as a result of neglect of treaty commitments, 
that the country was not provided with adequate protection, 
in so far as the navy was concerned. 

Under the wisdom of the President, and with an 
energetic Congress fully alive to the needs of national de- 
fense, the last two years have seen substantial progress made 
towards the construction of the navy to which, by treaty, we 
committed ourselves. Some 84 ships are now being built; 
and 54 (destroyers and submarines) remain to be built, be- 
fore we will come abreast of the naval strength assigned us. 
When we have accomplished this work, we will have—not a 
“Big Navy” at all, but an adequate navy, based on the con- 
siderations which I have given you. 

A navy to be adequate, must also be balanced in its vari- 
ous types of vessels. As I have just explained, the treaties 
vive total tonnages for each class of ship, but it is left for 
each nation to determine in general the size and characteristics 
of the individual ships they desire. For example, a nation 
with relatively short coastlines and numerous bases in its out- 
lying possessions will not require the same type as another 
nation with long coast lines and practically no outlying bases. 

Thus a navy is an instrument for the achievement of a 
definite national purpose, and I have already stated to you 
our naval policy. To repeat, it is for the maintenance of 
peace, and to insure our national security. The United States 
lies across an impressive portion of the North American Con- 
tinent. The shoreline from Maine around to Brownsville, 
‘Texas; and from San Diego up to British Columbia, is 21,862 
statute miles. The vast territory of Alaska, measured along 
the tidal shoreline, adds to this figure 15,132 miles. The 
energies of our people have not been confined to our con- 
tinental limits. In the way of insular possessions, our flag 
flies over the Virgin Islands and Puerto Rico, comparatively 


close at hand. Further away, but as vital to our system of 
transportation and internal communication, is the Panama 
Canal, its Atlantic entrance 1,974 sea miles from New 
York; its Pacific mouth 3,249 miles from San Francisco. 
Westward from San Francisco 2,091 miles, lie the Hawaiian 
Islands. Our sea-road leads still westward to Guam, 5,053 
miles from California; and to the Philippines, 6,221 miles 
from our shores; and, while we have set up the beginnings of 
an autonomous government in the Philippines, under the 
present laws we cannot lay down our obligations there for 
another ten years. 

Along our extended coasts our domestic maritime trade 
proceeds with great regularity, ranging from comparatively 
small vessels voyaging between nearby ports, to the great 
ocean liners that travel from California to New York 
through the Panama Canal. Our merchant ships go out to 
our islands, and to all the world, carrying our citizens and 
their goods. For the security of all this coastline, for the 
Delaware capes, and the saridy beaches of the Gulf, and for 
the western headlands, and for the great and vital artery 
across Panama, and for the long sea-highway that stretches 
across the Pacific, the Navy has a real and definite respon- 
sibility. 

We have what amounts to a maritime empire. It is 
idle here to discuss how we got it; impractical, in this dis- 
ordered world, to look into the future. As a sensible peo- 
ple, we must deal with the present. To preserve the integrity 
of these shores that sprawl from the Arctic Circle to the 
Tropic Zone, and to protect the flow of legitimate traffic be- 
tween our seaports and our possessions across the seas, we 
must have ample sea power, a neceessary requisite of which is 
an adequate navy. 

Let us face conditions as they stand today. The lessons 
of sea power are written plain for all to read on the pages 
of history. It was the sea power of the ancient Greeks, ris- 
ing under the menace of the Persian Empire, that broke their 
enemies and established the security of their home territories 
and their colonies across the seas. Salamis is one of the 
great names. Sea power won for the Romans their long 
war with Carthage; and sea power for centuries maintained 
the Peace of Rome around the known world. Behind the 
galleys came the legions, and behind the legions, the traders; 
and while Rome continued vigorous enough to maintain her 
land forces and her sea forces, she ruled the earth, and laid 
the foundations of the modern world. In the middle ages, it 
was sea power that set up the Spanish colonies, and brought 
the plate fleets safe to Spanish harbors, laden with gold and 
silver ingots out of Peru and Mexico; and it was a new sea 
power, emerging from the fierce energies of Elizabethan Eng- 
land, that planted in the new world the colonies out of which 
our nation sprang. 

“ By sea power we won our independence. Lacking the 
naval adventures of John Paul Jones, and the very substantial 
contribution of De Grasse and the French fleet off the Vir- 
ginia capes, all of Washington’s wisdom and fortitude and 
valor would not have availed to loosen the British hold upon 
the American colonies. And it is by sea power that we must 
maintain that hard won independence. 

Perhaps the most serious enemy that England ever faced 
was Napoleon Bonaparte. He inherited the galvanic forces 
of the French Revolution, and directed them with iron cour- 
age, vaulting imagination, and transcendant genius for war. 
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But because, traditionally, French statesmanship turned its 
eyes inward towards the ccntinent of Europe, rather than 
outward toward the seas, the great Emperor had neither an 
effective navy, nor an understanding of the sea. His armies 
over-ran Europe; and he imposed his will upon every con- 
tinental nation. But the British fleet pulled him down. In 
the words of Mahan: “Those far distant storm-beaten ships 
upon which the Grand Army never looked, stood between it 
and the dominion of the world.” 

We do not lack, in recent years, examples even more 
impressive. When the southern states seceded from the 
Federal Union, in the 60’s their confederacy showed itself 
capable of extraordinary military effort and achievement. 
Southern armies, improvised in a few months, delivered and 
absorbed mighty blows. For four years the land forces in 
gray stood under arms, made immense campaigns, fought 
successful battles, and sustained defeats unshaken. But the 
south had no navy. Lee might win resounding victories in 
Virginia, and the western armies pour out their blood like 
water at Shiloh and Chickamagua; but slowly and surely, the 
Federal navy tightened its blockade upon the southern ports. 
Cut off from the world, its resources of men and material 
used up without hope of replacement, the southern armies 
dwindled, and the Confederacy fell. The north was free to 
trade and import from the world; the south was bound to its 
gleaned and stricken fields; and the result was inevitable. 

All of you remember the World War; how the Ger- 
manic armies broke into northern France, broke into Italy, 
crushed the Balkan states of Roumania and Servia, drove into 
Asia Minor, and conquered vast tracts of Russia. But, ir- 
respective of Verdun and the Somme, of the Kaiser-battles 
of 1918, of all the destruction and butchery on land, the 
armored hands of the Allied fleets fastened upon the sea out- 
lets of the central powers, and held fast. The Gallipoli dis- 
aster did not shake the British blockade off Cape Helles; nor 
could the submarines free the approaches to the North Sea. 
The German navy, excellent and vital in all its parts, was not 
adequate; their officers were valiant and accomplished; their 
great ships were superb; but their navy was second-best in 
strength. There is no second prize in war; and the British 
fleet, with the fleets of the Allied nations, was strong enough 
to keep the seas. The Central Empires lost. 

How does this happen? With Napoleon, with the Con- 
federacy, with the Germans, it was the same. Seaborne com- 
merce is the life blood of a nation. Belligerents, cut off 
from the sea, are turned inward upon themselves. War is 
destruction; their resources are expended; their reserves are 
exhausted; the time comes, inevitably, when they can no 
longer produce or import the food and the materials necessary 
to the maintenance of their military and social organization. 
Unless they can, by naval strength, break the sea power that 
strangles them, they collapse. The process is as old as the 
wars of the Athenians and the Spartans. Dreadnoughts and 
battle cruisers and submarines have replaced the trireme and 
the frigate; but in principle it is the same, and works th- 
same way. 

Sea power is susceptible of more than one definition. Its 
meaning has changed with the times, through the centuries. 
Once it meant mastery of the seas. Once it meant freedom 
of the seas. What it means to us is the right, for ourselves 
and for our descendants, to pursue our affairs at home in se- 
curity, and to move unmolested abroad upon our lawful oc- 


casions. Without sea power, should general war break again 
upon the world, the latter right would disappear, and the first 
would be fatally compromised. 

The foregoing discussion assumes the neutrality of the 
United States. Our voice is for peace, and we are ardent in 
our pursuit of peace. Some of us in this country honestly 
differ as to the best method by which that end may be at- 
tained; but we have the same end in view. To my mind, 
the surest guarantee of peace is the ability to maintain it by 
force, if force should ever become necessary. And this is 
no time for altruistic experiments in disarmament. We have 
tried altruistic experiments, and.the results have not been 
encouraging. I am not willing to compromise the great cause 
of national security by any further experiments. If there is 
better national insurance than adequate defense forces, I 
have never heard of it, and history does not record it. 

I say, here and now, before this distinguished and 
thoughtful audience, that I personally, am a pacifist. I mean 
this in its true sense in that I want to adopt every proper 
means to keep this country out of war as long as that can 
be done honorably, and for the best interests of our people. 
I was for nearly twenty-five years in the military profession, 
and there is no class of people in our country more desirous of 
peace than our military and naval officers, because they have 
seen war, and they know what it is. But, I believe, and I 
know, from the record of human experience, that peace in this 
world can be maintained only by being prepared to fight. 
George Washington said: “If we desire to avoid war, we 
must be prepared to repel it.” We have not improved on his 
wisdom. 

I do not wish to talk to you about categories of ships, 
and types of ships. Those are matters for the technicians, 
and they may be trusted to apply their best judgment, dis- 
tilled from our long sea experience. You are told that the 
backbone of naval strength is the capital ship; a term under- 
stood to mean the line of battleships—large vessels, heavily 
armored, and carrying heavy guns, capable of living under 
heavy punishment and giving heavy blows. Next come the, 
heavy cruisers, and the light cruisers, armed respectively 
with eight-inch guns and six-inch guns. They are fast, light 
vessels, designed to scout ahead of the battle fleet, or to 
patrol the sea lanes for the protection or the harrying of 
commerce. There are, also, destroyers and destroyer leaders, 
submarines, and the several types of auxiliary vessels. Factors 
in every situation are the aircraft carriers, and the naval air 
force, whose functions are expanding with the improvement 
of air tactics and air material. Already the eyes of forces 
afloat, they assume increasing importance in actual combat. 

Our present tonnages, in these several categories, are 
established by treaties now in force; our current naval build- 
ing program will, as it is carried out, give us parity of na- 
tional security with the other naval powers. More than that 
we do not want; less is suicidal. 

General discussion of types is interesting, but not partic- 
ularly useful. Actually, the capital ship is the most powerful 
ship. If the nations, by treaty, abolish the battleship, the 
heavy cruiser would become the capital ship. Abolish all 
the combatant types, and naval strength would then lie in 
the merchant marine, so that the nation with the biggest mer- 
chant marine would have the strongest navy. 

Remember the basic fact: that naval strength is relative. 
Remember that estimates for an adequate navy must start 
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from a sound consideration of the duties the navy may be 
called upon to perform. Remember, in any question of com- 
parative costs, that a fleet maintained for a generation with- 
out firing a shot in battle, is only a fraction of the expense of 
a lost war—with its train of social and economic disaster— 
just as your annual fire insurance is less than the outlay for 
a new house and furniture; and the maintenance of a vigor- 
ous municipal police force is cheaper than cleaning up after a 
general riot. 


And, I think you will agree with me that a nation, how- 
ever well-disposed and peaceful, that has a continental coast- 
line of more than 21,000 miles, an inter-cceanic canal vitally 
linking its shores at a distance of several days fast steaming, 
and a line of sea communication 6,000 miles long, and a for- 
eign trade computed at fourteen billions of dollars, is in no 
position to provide itself with less than an adequate navy, 
which in my mind means what we have come to call a Treaty 
Navy. 


Tinkering With Money 


By JOHN B. HOLLISTER, Congressman from Ohio. 
Delivered over the Columbia Broadcasting System’s network from New York City, November 30, 1935 


© you know what currency is? Do you know what 
D function it performs in our daily lives? It is a 

subject the elements of which are very simple, and 
yet one which has certain very complex aspects. In the few 
minutes allotted to me tonight I am going to tell you in as 
simple words as I can what our currency is, what function 
it performs, and what the New Deal has done with it and 
to it. 

What is currency? Basically it is the medium which 
we use to exchange conveniently what we produce for some- 
thing which is produced by others. Everyone who works or 
helps supply certain goods or services which are valuable to 
others, and we support ourselves by exchanging the products 
of our labor for goods or services we need or want, which 
in turn are produced by others. 

Even in a primitive state of society, one individual did 
not produce all that was necessary for his daily life. The 
nomad hunter found that there were certain articles of 
clothing which could be made by those who remained at 
home, while he specialized in hunting food. He exchanged 
his surplus of food for a surplus of clothing made from the 
trophies of previous hunts, or perhaps fashioned on a crude 
loom. ‘This was barter, the exchange of one kind of goods 
for another. 

As society developed it became increasingly difficult to 
make this exchange directly. Even under primitive conditions 
it was hard to divide up in the desired amounts the articles 
which people wished to exchange. An animal skin might 
be worth a certain number of measures of grain, but if a 
less amount of grain were desired, it was impossible to divide 
up the animal skin without destroying its value. Thus 
from early days certain articles were selected to assist in 
this exchange, something for instance like beads or arrow 
heads, usually articles which did not deteriorate with time, 
which were small in size, and therefore convenient to handle, 
which had an intrinsic worth, and which did not fluctuate 
too greatly in value. A hunter with a surplus of animal 
skins could exchange them for arrow heads, some of which 
he could use to exchange in turn for the grain he wanted, 
or could hold to supply his future needs. He was willing 
to dispose of his skins on this basis because he was sure that 
what he got in exchange would keep its value so that he 
might reexchange it again for something he might need later. 
He was sure the value of the exchange medium would be 
maintained, for it had a real value in itself. Little by 
little gold came to have a paramount position in the world 





as a medium of exchange simply because it satisfied better 
than anything else the necessary elements of convenience, 
permanency and value. Later still, as a greater convenience, 
came the use of pieces of paper to represent the gold, which 
was stored in a safe place, available on demand whenever 
needed. 

I have sketched in simple terms the orthodox history of 
currency, the principles of which are as sound today as 
thousands of years ago when primitive man used beads or 
arrow heads for the same purpose. The use of currency 
has become so prevalent, however, it has filled its functions 
so adequately for so many generations; our exchanges are 
so vast and intricate, that we are inclined to forget the simple 
principles which underlie the problem, and we have come 
to think that the pieces of paper, or the small coins which 
we carry around today are themselves of intrinsic value, 
whereas, as a matter of fact they are of little or no real 
worth by themselves. 


It may surprise many of you to know that most of 
the pieces of paper which we today pass about from hand to 
hand and call money, although they are the promises of the 
United States to pay, may not themselves be redeemed for 


anything of value. Let us see how the New Deal brought 
this about. 


For many years prior to the Roosevelt administration 
the great bulk of our currency, made up either of Federal 
Reserve notes or of gold certificates, was redeemable in gold 
on demand. The gold could always be secured, and the 
paper it represented had value because of this fact. 


The President took office on March 4, 1933, and five 
days later the Emergency Banking Act gave the Secretary 
of the Treasury the right to take all privately owned gold 
or gold certificates. Assuming that such a drastic step may 
have been necessary for a short time as an emergency measure 
in connection with the general closing and gradual reopen- 
ing of the banks, from that time on a series of absolutely 
unnecessary currency tinkering steps followed. 

On May 12, 1933, as part of the Agricultural Adjust- 
ment Act, the President was authorized to issue three billion 
dollars, of United States notes, valueless pieces of paper 
without any metal backing whatsoever, greenbacks or print- 
ing press money, whatever you wish to call them. Although 
this authority has never been exercised, it hangs today as a 


menace over our currency system, ard should be repealed 
instantly. 
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The same statute authorized the President to reduce 
the gold content of the dollar by 50%, and to fix the weight 
of the silver dollar at a definite ratio to the gold dollar. 
This is the old unsound bi-metallism theory which most of 
us thought had been repudiated once and for all in the 
Bryan campaign of 1896. 


On June 5, 1933, the President approved the infamous 
joint resolution declaring invalid all contracts requiring pay- 
ment of obligations in gold, notwithstanding the fact that his 
own Treasury Department had a few weeks before sold 
half a billion dollars in bonds to the public, carrying the 
solemn obligation of the United States to pay them in gold 
at maturity. A year later in the Gold Clause cases eight of 
the nine members of the Supreme Court declared this re- 
pudiation of the obligations of the United States unconstitu- 
tional, but the statute still remains on the statute books, 
and the administration toward the end of the last session 
of Congress forced through an act making it impossible for 
any holder of government bonds to sue the United States on 
the gold obligation in those bonds. The Supreme Court 
having stated that Congress had no power to take away the 
right, the administration insisted that the remedy be removed, 
a flagrant denial of a right which had existed tor eighty years. 


And then came the London Economic Conference. In 
our complicated world economic system the prosperity of one 
country depends greatly upon that of others. No nation 
can long prosper with the rest of the world in a depression, 
for the transfer of goods in world trade is necessary so that 
the surpluses of one nation may be consumed by others. All 
currency problems have therefore an international aspect. 


The Economic Conference was called to accomplish 
the stabilization of the currencies of the chief nations of the 
world, thus establishing a fair exchange basis between them. 
A delegation was sent from this country with full promise of 
cooperation, but after a few weeks of work the whole thing 
was wrecked by the personal orders of the President. Our 
delegation returned not only with nothing accomplished, but 
with the result that the other nations concerned have now 
cause to distrust any stabilization advances which we may 
make. 


In addition to all this was the ill-advised Warren gold- 
buying policy of 1933. Professor Warren sold the President 
on the idea that this country should bid up the price of gold, 
thus reducing the value of the dollar commensurately, the 
purpose being to achieve a certain price level. All orthodox 
economists know that there is no particular value in a certain 
price level unless wages increase correspondingly, and there 
is such a development of business as to maintain the situation 
without artificial means. But, even if a certain price level 
were desirable, the Treasury found out much to its surprise 
that prices did not go up correspondingly with the price of 
gold. After juggling his figures for weeks, and becoming 
more and more hopelessly involved in commodity indexes 
and similar statistics, Professor Warren faded quietly from 
the scene, and the Treasury abandoned the gold-buying plan 
even more quietly, in extreme contrast to the blare of pub- 
licity with which it had been begun. 

Having failed to achieve its object by its gold-buying 
policy, the administration laid plans to cheapen the dollar in 
other ways. On January 30, 1934, by the so-called Gold 
Reserve Act of 1934, the government arbitrarily took over 
all the gold of the Federal Reserve Banks, giving them gold 


certificates in exchange, that is, pieces of paper which were 
themselves valueless, but which represented theoretically an 
equivalent amount of gold. The next day the President re- 
duced the weight of the gold dollar by more than 40%, 
thus in twenty-four hours consummating a legal theft of 
more than two billion dollars from the Federal Reserve 
Banks of the country. One day they had gold. The next 
day they had gold certificates, which on their face gave the 
banks a call for less than 60% of the gold they had the day 
before, but they couldn’t even get that, and cannot today. 
In the meanwhile the Treasury calmly set up as a profit on 
its books the gold it had thus stolen, and the New Deal 
speakers today regularly take this unconscionable profit into 
account when they estimate the resources of the Treasury. 
It would take only a few more thefts of this nature to wipe 
out all Treasury deficits, a kind of lifting yourself over the 
fence by your own bootstraps. which would put a private 
individual in jail. 

Some of this so-called profit was set aside under the same 
January 30 legislation as a stabilization fund of two billion 
dollars whose operations are secret, and entirely in the hands 
of the Treasury. No one can tell today how much of this 
has been used, or for what purposes. 

On June 19, 1934, the disastrous Silver Purchase Act 
became law, under which the monetary stock of silver of the 
country was eventually to become one-fourth of the monetary 
value of the gold stock, unless in the meanwhile silver 
reached a price of $1.29 an ounce, more than twice as much 
than it then was. This act has resulted solely to the ad- 
vantage of a few states where silver mining is carried on, 
and to the great profit of the silver speculator, who has 
reaped a rich harvest. On the other hand it has completely 
disarranged the monetary system of several friendly countries, 
particularly China, which was on a silver standard. China 
has been drained of a large portion of its silver stocks, and 
has therefore been forced off a metal standard, wrecking to 
a great extent its whole economic status, and reducing trade 
with the United States by more than one-half in less than 
a year. 

All this legislation and administration activity has re- 
sulted in making the American dollar less valuable. Because 
more dollars can be bought for gold, foreigners have shipped 
their gold over here to buy dollars, and we hold today more 
than half the world’s gold, sitting unused in the Treasury 
vaults. In addition, we have accumulated a large amount 
of silver which is perfectly worthless, and have at the same 
time unsettled the interior economy of all nations in whose 
currency silver plays a major part. We have made it more 
and more impossible to effect world-wide stabilization of 
currency, and have therefore made is more and more diffi- 
cult for international trade to go forward. 

In the meanwhile the administration has carried on the 
greatest peace-time spending orgy in the history of the world, 
and there seems to be no let-up in the future. Each year the 
President postpones for another year or two the budget 
balancing which he promised the year before. This vast 
expenditure in excess of revenue is closely allied with the 
currency problem because it brings closer and closer the 
danger of inflation. 

Every depression brings out the disciples of unsound 
money as a hot spring day brings the snakes out of their 
holes. Forgetting the history of inflation in other countries 
they urge experiment after experiment, all directed toward 
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accelerating the decline in the value of the dollar. They 
keep saying that this can all be controlled, closing their 
eyes to the fact that real inflation never has been controlled, 
and when it once starts it is like a great torrent moving faster 
and faster until it reaches the brink of the precipice and 
plunges over with a roar, carrying everything into the abyss 
of bankruptcy and industrial stagnation. 

It was so easy to devalue the dollar and thus give the 
Treasury a paper profit of several billion dollars. All that 
it amounted to was announcing to everyone who had a fixed 
amount of dollars that what they had would thereafter be 
worth just so much less. It is so easy to print just a little bit 


of worthless paper money and have the government pay its 
debts with that money, always with the promise that it will 
stop at a certain point. But this kind of thing does not 
stop, unfortunately. One act of this kind begets another, 
until nothing can stop the juggernaut of destruction. 

The New Deal record for currency tinkering is a dis- 
heartening one, but it is not too late to call a halt. We must 
reestablish a sound basis for our money. We must respect 
the sanctity of the promises of our government. We must 
work toward international stabilization. We must set our 
faces like flint against the menace of inflation and all the 
horrors that accompany it. 


The Cost of a Job 


By W. J. CAMERON 


A talk given on the Ford Sunday Evening Hour, November 17, 1935 over the nation-wide network of the Columbia 
Broadcasting System from Orchestra Hall, Detroit 


need an ax and a tree to begin with. Fortunately, you 

would not have to make your ax; the work of mining 
and smelting the iron, shaping and tempering the blade, form- 
ing and fitting the helve has been done for you by other men. 
Two or three dollars for an ax, $10 for a tree, supplied by 
yourself or some one else, and you can go to work. But 
there would have to be a tree, an ax and a man—the material, 
the tool and the labor—before there could be any wood- 
cutting. If the wood were sold, a truck, a train or a boat 
would be needed to transport it to its purchaser. That would 
require another outlay of work and money. If the wood 
were made into paper, or finished for furniture, mills would 
be required, and yet more outlay. Behind any job there must 
be capital. Unless the tools are there the worker cannot 
work. Unless a large number of people take some trouble 
about it, the tools will not be there. 

That is the pedigree of capital, which simply means the 
cost of putting a man to work. Capital—not “capitalism” ; 
we shall speak of capitalism another time. ‘The money cost 
of putting a man to work is not the whole cost, by any means. 
Money is probably the least part of capital; the workman 
who puts in his energy and skill invests true capital, too. 
But, for a beginning, consider tonight the money it costs to 
create a modern job. 

In the Ford Motor Company the cost of setting up an 
average job where a man can work, is $9,007.37. When a 
man is employed there must be provided a place for him to 
work—land, the factory building with its various services— 
and that costs something. He must have tools to work with 
—modern tools are expensive. He must have materials on 
which to use the tools—materials are costly. The Ford 
Motor Company finds that for each employee at work, 
$2,008.55 is needed for real estate and buildings. The aver- 
age cost of equipping a job with the necessary machinery is 
$2,670.59. Merchandise and supplies, the material on which 
the man and machine work, must be kept at a constant 
average value of $664.78 for each job. There!—you have 
spent $5,344 on the job already. Of course there are other 
things—taxes must be paid or there would be no factory at 
all. And to keep up the necessary stock from day to day, 
pay wages promptly, generate the electrical power for each 


I you were to set up business as a wood-cutter you would 


employed man to use, and maintain the operation of the shop 
between the time goods are produced and the time money for 
them begins to come in, requires a sum of ready cash. Besides 
this, tools are always wearing out and needing replacement. 
Taken altogether, these costs run into another $3,663. Thus 
it takes $9,007 to set up a job—and that is a remarkably low 
figure, because of the number of jobs involved. 


In just one way can that job be maintained for the man 
after it is set up, and that is by distributing what he pro- 
duces. You cannot sell the real estate on which he stands, 
nor the machine he uses, nor the raw material; only what is 
produced on that ground, by that man, by means of those 
tools, and out of that raw material—only that can be sold. 
‘The Company finds that for the year ending last September 
30, its total sales divided by the number of employees 
amounted to $6,979.49 per employee. Some one will im- 
mediately say, “Hear that? Sixty-nine hundred dollars out 
of a 90 hundred dollar investment every year!” Well, that 
is the way the politicians figure. If income were profit, yes! 
But every housewife knows that household income is far 
from being household surplus. Take that sum which was re- 
ceived for sales per man employed, and see what has become 
of it. Fully 94 per cent of it has gone for wages and mate- 
rials; and after taxes and depreciation were paid, one and a 
half per cent remained for the Company. That is, out of 
every dollar of income from sales in the year ending Septem- 
ber 30, our own and other employees received 94 cents; the 
Ford Motor Company received 1% cents. Or, one whole 
year’s operation of the average job paid $1,468.85 to the em- 
ployee who operated it, and paid $111, or $2.13 a week, to 
the Company that invested $9,000 to establish and maintain 
it. 


That is a close-up picture of what a job costs, how it 
is maintained, and how the wealth it creates is distributed. 
It is simply a turn-over of value which, like the circulation 
of the blood, nourishes all the economic organs in its course. 
If anyone attempts to bleed it by taking unnecessary profit; if 
any part concerned is not fairly repaid for what it con- 
tributes; if the circulation becomes sluggish or clogged, there 
is economic illness. And what all of us are concerned with 
is economic health. 
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